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. Incoming letter dated December 28, 2006 — i
Based on the facts presented, but without necessarily agreeing with yOL L 06066381 .. s
the Division will not recommend enforcement action to the Commission if, in reliance on
your opinion of counsel that membership interests in the Mutual Insurance Holding
Company are not securities within the meaning of the Securities Act or the Exchange
Act, PALIC causes its current and future policyholders to become members of the Mutual
Insurance Holding Company in connection with and after the Reorganization wi
registration under the Securities Act or the Exchange Act. Capitalized terms havm CE SSED
same meanings you define in your letter.

JAN 2 2 7007

In reaching this position, we particularly note that:

* the Reorganization will be effected under Louisiana law permitting the formation cﬁNANcM
~ mutual insurance holding companies by mutual insurance companies;

» membership rights in the Mutual Insurance Holding Company will be substantially
the same as rights in PALIC;

¢ with the Reorganization, PALIC’s pohcyholders will automatically become members
of the Mutual Insurance Holding Company,

e the Reorganization was subject to approval by the Louisiana Commissioner of
Insurance after notice to pohcyholders and a public hearing where policyholders were
entitled to appear;

o the Louisiana Commissioner of Insurance approved the Reorganization after finding
" that it was fair and equitable to PALIC’s policyholders;

e the Mutual Insurance Holding Company will be subject to regulation by the Louisiana
Commissioner of Insurance at a level substantially equivalent to that applicable to
PALIC before the Reorganization; and

» the Mutual Insurance Holding Company will not pay dividends or make other
. distributions or payments of income or profits, except in the event of a dissolution or

- liquidation or as otherwise approved by the Louisiana Commissioner of Insurance.

This position is based on the representations made to the Division in your letter.
Different facts or conditions might require a different result. We eXpress no views as to
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registration under Section 5 of the Securities Act or exemptions from registration in

connection with the policyholder vote to approve the Plan. This response expresses the
Division’s position on enforcement action only and does not express any legal
conclusions on the questions presented.

Sincerely,

Heather Maples
Special Counsel-
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'UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

DIvISION OF
CORPORATION FINANCE

December 28, 2006

Mail Stop 3010

John M. Schwolsky

LeBoeuf, Lamb, Greene & MacRae LLP
125 West 55 Street

New York, New York 10019-5389 -

'RE: Pan American Life Insurance Company
Dear Mr: Schwolsky:
In regard to your letter of December 28, 2006; our response thereto is
-attached to the enclosed photocopy of your correspondence. By doing this,
- we avoid having to recite or summarize the facts set forth in your letter.
Sincerely,
David Lynn, Chief
Office Chief Counsel
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Section 2(a)(1) of the Securities Act of 1933
Section 3(a)(10) of the Securities Exchange Act of 1934

, Pecember 28, 2006

Office of the Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
100 F Street, N.E.

Washington, D.C. 20549

Re: Pan-American Life.lﬁéurance Company

Dear Sir or Madam:

We are counsel to Pan-American Life Insurance Company, a Louisiana
" mutual life insurance company (“PALIC™), in connection with PALIC’s proposed

reorganization from a mutual insurance company to a stock insurance company
.ultimately controlled by a mutual insurance holding company through an intermediate
holding company. The process, described in detail below, is referred to herein as the
“Reorganization” and will be effected pursuant to Sections 22:820 and 22:1001-1015 of
Title 22 of the Louisiana Revised Statutes (the “MIHC Law”), which permit the
formation of mutual insurance holding companies under Louisiana law. -

The Reorganization will be effected pursuant to a plan of reorganization
(the “Plan”) through a series of transactions whereby PALIC will reorganize from a
mutual insurance company to a stock insurance company organized under Louisiana
law (the “Stock Insurance Company”) owned indirectly by a newly formed mutual
insurance holding company organized under Louisiana law (the “Mutual Insurance
Holding Company™). At the Effective Time (as defined below), all of the membership
interests (as defined below) of PALIC’s members will be extinguished, and such
members will automatically become members of the Mutual Insurance Holding
Company pursuant to the MIHC Law and the Plan. Also at thie Effective Time, shares
of the capital stock of the Stock Insurance Company will be issued to Pan-American
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Life Insurance Group, Inc., an intermediate stock holding company organized under
Louisiana law (the “Intermediate Holding Company”). The Intermediate Holding
Company, in turn, will issue shares of its capital stock to the Mutual Insurance Holding

Company. It is anticipated.that the Effective Time will be in the fourth quarter of 2006
or early in the first quarter of 2007. A chart setting forth the organizational structure of

PALIC before and immediately afier the Reorganization is attached hereto as Exhibit A. -

_ Pursuant to the MIHC Law and the Plan, owners of insurance policies (the “Policies™)
issued or assumed by the Stock Insurance Company after the Effective Time
automatically will become members of the Mutual Insurance Holding Company. As
required by Section 22:1004.1(B) of the MIHC law, the faimess to PALIC’s
policyholders of the terms and conditions of the Plan was reviewed by the Louisiana
Commissioner of Insurance (the “Insurance Commissioner’), and the Insurance
Commissioner issued an order approving the Plan on October 12, 2006. The Plan was
subject to approval by the members of PALIC pursuant to Section 22:1004,1(C) of the
MIHC Law.! A meeting at which PALIC’s policyholders voted to approve the Plan
was held on September 19, 2006. At the meeting, at least two thirds of the Eligible

- Members (as defined below) present or represented by specxal ballot or proxy voted to
approve the Plan.

L Request

We are writing to request confirmation that, based upon the facts and
representations set forth below, the Staff will not recommend that the Securities and
Exchange Commission (the “Commission”) take any enforcement action if, in

connection with the Reorganization: (i) the membership interests of PALIC’s members '

- are extinguished and such members become members of the Mutual Insurance Holding

Company; and (ii) after the Effective Time, owners of Policies issued or assumed by the ~

Stock Insurance Company automatically becomeé members of the Mutual Insurance
Holding Company, in each case without registration of the membership interests in the
Mutual Insurance Holding Company. under the Securities Act of 1933, as amended (the
“Securities Act”) or the Securmes Exchangc Act of 1934, as amended (the “Securities -
Exchange Act™).

-1 For the convenience of the staff of the Division of Corporation Finance (the “Staff”), a copy of
the MIHC Law, permitting the reorganization of a Louisiana mutual insurance company to a stock
insurance company controlled by a mutual insurance holding company, is attached hereto as Exhibit B.
Unless otherwise indicated, references to section numbers are to sections of the Louisiana Revxsed
Statutes .

[
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II. PALIC Background

~ PALIC is a mutual life insurance company, founded in 1911, and based
in Louisiana. PALIC services over 350,000 customers and producers worldwide in 43
states.and the District of Columbia, Puerto Rico and various international locations.

As a mutual life insurarice company, PALIC has no authority to issue
capital stock. A'member of PALIC owns a Policy and, through ownership of such _
Policy, in accordance with PALIC’s articles of incorporation and the insurance laws of
the State of Louisiana (the “Insurance Code™), has a membership interest in PALIC. A
“membership interest” consists prificipally of the rights to vote on the election of
directors of PALIC, to receive distributions of PALIC’s surplus in the event of the
dissolution or liquidation of PALIC and the right to receive compensation in the event
of a demutualization of PALIC.

HIR The Proposed Reorganization

PALIC proposes to reorganize from a mutual insurance company o a
stock insurance company. The stock insurance company will be a direct wholly-owned
subsidiary of an intermediate holding company; the intermediate stock holding
company will initially be a direct wholly-owned subsidiary of a mutual insurance
holding company. ‘In accordance with the requirements of the MIHC Law, the mutual
insurance holding-company must at all times directly, or indirectly through an
tntermediate stock holding company, own a majority of the voting shares of the capital
. stock of the stock insurance company.2

Sections 22:820 and 22:1004.4 of the MIHC Law permit the
reorganization of a Louisiana mutual insurance company 1o a stock insurance company -
within a mutual insurance holding company structure and require the mutual insurance
holding company to own directly, or indirectly through an intermediate stock holding
company, a majority of the stock insurance company’s voting shares. Section
22:1004.1 of the MIHC Law permits such a reorganization only after the occurrence of
- certain events, including: (i) adoption of a plan of reorganization by the mutual
insurance company’s board of directors; (i) approval of the proposed plan of
* reorganization by the Insurance Commissioner following a hearing thereon; and (iii)
~ approval of the plan of reorganization by a vote of the mutual insurance company’s

2 Under the MIHC Law, “majority of the voting shares of the capital stock” means shares of the
capital stock of the reorganized insurance company which carry the right to cast a majority of the votes
entitled to be cast by all of the outstanding shares of the capital stock of the reorganized insurance

" company for the election of directors and on all other matters submitted to a vote of the shareholders of
the reorganized insurance company Section 22:1004.4.A(2).
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policyholders. The board of directors of PALIC adopted the Plan on July 18, 2006.
‘The Insurance Commissioner conducted a public hearing on the Plan on September 14,

2006 and issued an order approving the Plan on October 12, 2006. A meeting at which
' PALIC’s policyholders voted to approve the Plan was held on September 19, 2006.

As required by Section 22:1004.1(C), the Plan was adopted by not less
than two-thirds of the Eligible Members. Pursuant to Section 22:1004.1(A), the Plan
includes the following: (i) the establishment of a mutual insurance holding company -
with at least one stock insurance company subsidiary, the majority of the voting shares
of which must be owned, either directly, or indirectly through an intermediate stock
holding company, by the mutual insurance holding company; (ii) a statement analyzing
the benefits and risks attendant to the proposed reorganization, including the rationale
~ for the reorganization; (iii) a statement indicating how the reorganization will protect
the immediate and long-term interests of policyholders; (iv) a statement providing for
voting rights related to the corporate affairs of the mutual insurance holding company
for existing policyholders and new policyholders of the reorganized insurance company
consistent with the voting rights of policyholders of mutual insurance companies as set

_forth in Title 22; (v) the proposed articles of incorporation of the Mutual Insurance
Holding Company and the Intermediate Holding Company and the proposed amended
and restated articles of incorporation of PALIC; (vi) a copy of the proposed by-laws of
the Mutual Insurance Holding Company and the Intermediate Holding Company and
the proposed amended and restated by-laws of PALIC; (vii) information concerning the
proposed officers.and directors of the Mutual Insurance Holding Company; (viii)
information sufficient to demonstrate that the financial condition of the reorganizing
insurance company will not be diminished upon reorganization; (ix) a description of any
plans for the initial sale of stock of the reorganizing insurance company or the
intermediate holding company; and (x) any other information requested by the. _

" Insurance Commissioner. The Plan was filed with the Insurance Commissioner for
approval pursuant to Section 22:1004.1. '

. As required by Section 22:1004(D) and as provided in the Plan, the
Insurance Commissioner held a public hearing on the Plan on September 14, 2006. All
policyholders were sent notice of the hearing after the Plan was adopted by PALIC’s
board of directors on July 18, 2006. Pursuant to both Section 22:1004(D)(2) and the
Plan, all policyholders were entitled to attend the public hearing and provide comments,
if any. Under Section 22:1004.1(B), the Insurance Commissioner could not approve the .
Plan unless he found that: (i) the interests of the policyholders are properly protected
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and the Plan is fair and equitable to the policyholders;?® and (ii) with respect to the
Reorganization, an opinion has been obtained from an actuarial firm employing or

~associated with more than fifty actuaries who are members of the American Academy
of Actuaries attesting that the reorganization of the insurer does not unfairly enrich the
officers and directors of PALIC, The Insurance Commissioner issued an order
approving the Plan on October 12, 2006.

Under Section 22:1004.1(C) and the Plan, the Plan was also subject to
the approval of the policyholders of PALIC at a meeting of policyholders (the
“Policyholders® Meeting”). Section 22:1004.1(C) required that PALIC mail notice of
the Policyholders’ Meeting to each policyholder at least 30 days before the date set for .
the meeting. Policyholders who, under the terms of PALIC’s organizational documents
and as reflected in PALIC’s records, were entitled to vote on matters coming before
corporate meetings. of policyholders (the “Eligible Members”) were eligible to vote on
the Plan. Under the requirements of Section 22:1004.1(C) of the MIHC Law and the
Plan, adoption of the Plan required the affirmative vote of at least two-thirds of all
Eligible Members present or represented by special ballot or proxy. The required notice
of the-Policyholders’ Meeting, accompanied by a brief description of the Plan, and a
written proxy permitting the policyholder to vote for or against the Plan, was provided
to PALIC’s policyholders by means of a mailing sent at least 30 days before the date of
the Policyholders’ Meeting held on September 19, 2006. At the Policyholders’
Meeting, held on September 19, 2006, more than two-thirds of Eligible Members
present or represented by special ballot or proxy voted to approve the Plan.

Under Section 22:1004.1(D) of the MIHC Law and the Plan, the .
following actions will take place at the Effective Time: (i) the membership interests of
PALIC’s policyholders will be extinguished and the policyholders will automatically
become members of the Mutual Insurance Holding Company; (ii) PALIC will become a
stock corporation and all of its initially issued voting stock will be owned by the
Intermediate Holding Company; and (iii) all of the initially issued voting stock of the
Intermediate Holding Company will be owned by the Mutual Insurance Holding
Company. The Stock Insurance Company will continue to perform all contractual

' obligations of PALIC, including those under all existing Policies. The guaranteed
benefits and values, and the rights of policyholders, as described in their respective
Policies, will not be reduced or altered in any way and the premiums required to be paid
as specified in the Policies will not be increased or otherwise changed as a result of the
Plan.

-3 In our opinion, a finding by the Insurance €ommissioner that the Plan is fair and equitabie to the
~ policyholders would include the conclusion that the Plan is procedurally and substantively fair 1o
PALIC’s policyholders.
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While at the Effective Time the Mutual Insurance Holding Company wil!
own all of the outstanding voting stock of the Intérmediate Holding-Company, at some
- point afier the Reorganization, equity securities of the Intermediate Holding Company
may be offered to the public or to other investors. Under the Plan, the first such sale
will be subject 1o the requirement of Section 22:1004.7 to obtain a fairness opinion with
respect to the value of any such securities from an investment banking organization
with experience and established credentials in the evaluation of insurance organizations.
The fairness opinion requirement of Section 22:1004.7 also applies to any initial sale of
stock by the Stock Insurance Company. Any sale of stock in the Intermediate Holding
Company, any other intermediate holding company, or the Stock Insurance Company
shall be made in accordance with the applicable provisions of Louisiana law then in
effect. The Mutual Insurance Holding Company is not allowed to issue equity
securities to the public or to other investors. In the Plan, PALIC stated that it has no
current plans for the Intermediate Holding Company to engage in any equity offering.

Pursuant to Section 22:1004.7, any sale of stock by the Stock Insurance
Company or the Intermediate Holding Company, including the initial sale but excluding
stock-issued directly or indirectly for ownership by the Mutual Ihsurance Holding
Company is subject to the requirement that such securities be registered with the
Insurance Commissioner pursuant to Section 22:76, which governs the registration and
issuance of securities of insurance companies. All securities to be issued, including
those to be 1ssued outside of Louisiana, need to be so registered. Registration of
securities pursuant to Section 22:76, as described in Section 22:76(E), involves filing
with the Insurance Commissioner: (i) the name, location, and place of incorporation of
the issuer; (ii) a brief description of the securities, including the amount of the issue;
(tii) the amount of securities to be offered in Louisiana; (iv) the par value; (v) the price
at which securities will be offered to the public; (vi) a description of how the proceeds
will be used, including a description of commissions (which may not exceed 15%); (vii)
a copy of the circular or prospectus; and (viii) any other information that the Insurance
Commissioner may require.?

The filing of such documents in the Office of the Insurance

- Commissioner shall, after authorization by the Insurance Commissioner, constitute the
registration of the securities. The Insurance Commissioner has the discretion to refuse
registration of securities if, in the opinion of the Insurance Commissioner, the

4 This application process is similar to that required under lowa taw, which has an application

process for the approval of sales of the shares of the capital stock of a reorganized domestic insurance
company or an intermediate holding company, subject to the approval of the Division of Insurance. See
National Travelers Life Company (publicly available December 29, 1999) (“National Travelers”). See
lowa Admin. Code, Section 191-46.10(6).
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information provided in the circular or prospectus is or has become misleading, _
incorrect, inadequate or incomplete, or the sale of the security may tend to work a fraud.

In addition, purshant- to Section 22:76(F), the Insurance Commissioner

' may revoke a previously approved registration if the issuer: (1) is insolvent; (ii) has

violated Séction 22:76 governing stock sales; (iii) has engaged or is about to engage in a
fraudulent transaction; (iv) is dishonest or has made fraudulent representations in any
circular or other literature; (v) is of bad business repute; (vi) does not conduct business .
in accordance with the law; (vii) the affairs of issuer arein unsound condition; or (viii)
the enterprise or business of the security offered is not based on sound business
principles. '

After the Reorganization, each owner of a Policy will have (i) a Stock
Insurance Company insurance policy and. (i) a membership interest in the Mutual
Insurance Holding Company. Under the MIHC Law and the Plan, the mterests of
members of the Mutual Insurance Holding Company will be substanially the same as

- those they had as members of PALIC, consisting principally of the right to vote on the
- election of directors of the mutual comp'any, which will be the Mutual Insurance
. Holding Company, the right to receive distributions of surplus from the Mutual
* Insurance Holding Company in the event of the dissolution or liquidation of the Mutual

Insurance Holding Company, and the right to receive compensation in the event of a
demutualization of the Mutual Insurance Holding Company. Under Article 9.1.0f the
Articles of Incorporation of the Mutual Insurance Holding Company, the Mutual
Insurance Holding Company may not pay member dividends or make distributions ot
payments of income or profits to members, except as provided in Article 9.2 governing

distributions in the case of dissolution or liquidation and except as otherwise approved

by the Commissioner. -

The Plan provides that owners of Policies issued or assumed by the
Stock Insurance-Company after the Effective Time will automatically become members
of the Mutual Insurance Holding.Company pursuant to the MIHC Law and the Plan.
The members of the Mutual Insurance Holding Company will ¢lect the board of
directors of the Mutual Insurance Holding Company (the “MIHC Board of Directors™)
and vote on any plan of merger or consolidation of the Mutual Insurance Holding

'Company. This conversion will not effect a change in the percentage of voting rights.

Membership in the Mutual Insurance Holding Company will cease when

a Policy. from which membership derives is no longer owned or no longer remains in -

force. Furthermore, a membership interest will not be transferable separate from a

-Policy. This is the same way that a membership interest in PALIC operates today and

thus there will be no change Certificates evidencing membership interests will not be



Securities and Exchange Commission
Office of the Chief Counsel

Division of Corporation Finance
December 28, 2006

‘Page 8

issued to owners of Policies, but, instead, a list of members will be maintained on the
books and records of the Mutual Insurance Holdmg Company.

The following aspects of the Reorgamzatwn also create a continuity of”
membershlp interest:"

(1) . under the by-laws of the Mutual Insurance Holding Company, members
of the Mutual Insurance Holding Company will have substantially-the
same rights with respect to notice of proposed business at meetings,
notice of election of directors and nomination of directors of the Mutual
Insurance Holding Company as members of PALIC have currently with
respect to PALIC;

(i) - under the by-laws of the Mutual Insurance Holding Company, provisions
for notice of member meetings of the Mutual Insurance Holding
Company will be largely identical to such requirements for PALIC
currently; '

(iii) . under the by-laws of the Mutual Insurance Holding Company, the
quorum at member meetings for the Mutual Insurance Holding Company
will be the same as the quorum at current PALIC meetmgs and

- (iv)  under Section 22:1004.1(D), each policyholder of PALIC will be entitled
' to one vote on matters coming before meetings of the Mutual Insurance
. Holding Company, which will not effect a change in the percentage of
- voting rights.

A mutual insurance holding company and an intermediate hoidmg
company are subject to regulation by the Insurance Commissioner at a level
substantially equivalent to that of a domestic insurance company incorporated in
Louisiana. The ability to engage in non-insurance activities of the Mutual Insurance
Holding Company will be subject to regulatory oversight by the Louisiana Department
of Insurance at a level substantially equivalent to that of a Louisiana domestic mutual
insurer and will be subject to the following statutory requirements which are
substannally equivalent to the regulatory requirements lmposed on a Louisiana
domestic insurer, including a domestic mutual insurer:

@) The Insurance Commissioner will retainjurisdictidﬁ over the Mutual
Insurance Holding Company. Section 22:1004.2(B).

(i)  Mergers of or acquisitions of or by the Mutual Holding Company,
Intermediate Holding Company or the Stock Insurance Company are
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(iif)

iv)

)

subject to a level of regulation by the Insurance Commissioner that is
substantially equivalent to the level of regulation applicable to a
Louisiana domestic mutual insurer. None of the Mutual Insurance
Holding Company, the Intermediate Holding Company, or the Stock
Insurance Company may acquire control of, or merge with, any
Louisiana domestic insurer after the Reorganization without the approval
of the Insurance Commissioner. Section 22:1004(A). None of the
Mutual Insurance Holding Company, Intermediate Holding Company, or
the Stock Insurance Company may acquire control of a non-domestic
insurer without the approval of the insurance commissioner in the non-
domestic insurer’s state of domicile. No party may acquire control of the

. Mutual Insurance Holding Company, Intermediate Holding Company or

the Stock Insurance Company without approval of the Insurance
Commissioner. Section 1004(A).

The Insurance Commissioner will have the authority to examine the
records, books or other information and papers in the possession of the
Mutual Insurance Holding Company, the Intermediate Holding Company
and the Stock Insurance Company in order to ascertain the financial
condition of the Stock Insurance Company or to determine compliance
with the MIHC Law. Section 22: IOO?(A) '

The Mutual Insurance Holdmg Company will be considered an insurer

for purposes of the conservation, rehabilitation and liquidation of the

Stock Insurance Company in the same manner as a domestic life

- insurance company, and the Mutual Insurance Holding Company’s

assets are available to satisfy claims of policyholders of the Stock
Insurance Company in a liquidation in the same manner as a domestic
life insurance company. See Section 22:1004.5. This treatment is
similar to the treatment of mutual insurance holding companies in the
context of conservation, rehabilitation and liquidation under lowa law.
See also National Travelers. The Mutual Insurance Holding Company
may not voluntarily dissolve without the approval of the Insurance
Commissioner or pursuant to the order of a district court. Section
22:1004.5. - '

In the event the Stock Insurance Company is liquidated, the assets of the
Mutual Insurance Holding Company, including its shareholding interest
in the Intermediate Holding Company, will be available to the Stock
Insurance Company to the extent necessary to satisfy obligations to
policyholders. See Section 22:1004.5. This treatment is similar to the

L
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(vi)

{viiy

(viii)

(i)

treatment of mutual insurance holding companies in the context of
conservation, rehabilitation and llqu1dat10n under lowa law. Sec also
National Travelers.

Louisiana has enacted a statute substaritially similar to the model
Insurance Holding Company System Regulatory Act of the National
Association of Insurance Commissioners (the “Louisiana Insurance
Holding Company Act”), which regulates the acquisition of control of an
insurer and certain other transactions between affiliates in a holding
company system. Provisions of that statute apply to transactions
occurring between the Mutual Insurance Holding Company, the
Intermediate Holding Company and the Stock Insurance Company.
Pursuant to the Louisiana Insurance Holding Company Act, certain
transactions between the Stock Insurance Company and the affiliates in

. its holding company system may not be entered into unless notice has

been given to the Insurance Commissioner in writing at least 30 days in
advance and the Insurance Commissioner has not disapproved such
transaction within that penod The Insurance Commissioner must
disapprove any such transaction if it is not fair and reasonable. The
transactions requiring such notice.include: (a) sales, purchases,
exchanges, loans or extensions of credit, guarantees or investments that
are equal to or exceed 3% of the Stock Insurance Company’s admitted
assets as of December 31st of the preceding year; (b) management
agreements, cost-sharing arrangements and service contracts; and (c) any
other material transactions specified by rule that the Insurance
Commissioner has determined may adversely affect the interests of an
insurer’s policyholders. Section 22:1006.

The Mutual Insurance Holding Company must own, directly or indirectly
through an intermediate holding company, not less than a majority of the
voting shares of the capital stock’ of the Stock Insurance Company.
Section 22:1004.4(A).

The Stock Insurance Company will be required to submit annuat reports
regarding the capital structure, general financial condition, ownership,
and management of itself and any person controlling the Stock Insurance

- Company, including the Mutual Insurance Holding Company Section

22:1005.

" The Mutual Insurance Holding Company and/or the Stock Insurance
- Company will be subject to any additional regulations or orders the
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Insurance Commissioner may adopt in order to carry out the prov1smns
of the MIHC Law. Section 22:1009.

In addition to the limitations described above, under the MIHC Law, the
Mutual Insurance Holding Company may not transact the business of insurance.
Moreover, the Mutual Insurance Holding Company will be subject to restrictions on the
ability of the Intermediate Holding Company to issue stock to persons other than the
Mutual Insurance Holding Company. First, under the MIHC Law and the Plan, the
Mutual Insurance Holding Company must always hold a majority of the voting power
of the Intermediate Holding Company so that it will always control, directly or
indirectly, a majority of the voting shares of the Stock Insurance Company. Section
22:1004.4(A). Second, under the MIHC Law and the Plan, any initial offering of shares
of the Intermediate Holding Company or the Stock Insurance Company is subject to the
requirement of obtaining a fairness opinion with respect to the value of the stock to be
issued from an investment banking organization with experience and established
credentials in the evaluation of insurance organizations. Section 22:1004.7.

IV. . Discussion

A. Registration Under the Securities Act

Applying the test developed in SEC v. W.J. Howey Co., 328 U.S. 293
(1946) (“Howey™), and its progeny, it is our opinion that the membership interests in the
Mutual Insurance Holding Company. received by existing members of PALIC in’ '
connection with the Reorganization and created from time to time after the
Reorganization by virtue of the issuance or assumption via assumption reinsurance,
which is the transfer of a portfolio of premiums or outstanding loss reserves to a
reinsurer, of a Policy by the Stock Insurance Company would not constitute the offer or
sale of a “security” as that term is defined in Section 2(a)(1) of the Securities Act.’> We
note that the Staff has previously taken no-action positions involving this issue in the
context of reorganization transactions similar to that contemplated by PALIC. See
Employers Insurance Company of Nevada, A Mutual Company (publicly available
December 2, 2004) (“EICN™); Millers Mutual Insurance Association (publicly available

- February 20, 2003) (“Millers Mutual “); Milwaukee Mutual Insurance Company

(publicly available January 30, 2003) (“Milwaukee Mutual”); First Nonprofit Mutual
Insurance Company (publicly available October 24, 2001) (“First Nonprofit “); National

" Travelers; Woodmen; American Republic Insurance Company (publicly available

December 23, 1999) (“American Republic™); The Security Mutual Life Insurance
Company of Lincoln, Nebraska (publicly available November 30, 1999) (“Security

5 We note that membership interests in a'mutual insurance holding company are not securities -
under Louisiana law. See Section 22:1004.6,
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Mutual”); Trustmark Insurance Company (publicly available August 25, 1999)
(“Trustmark™); Mutual Trust Life Insurance Company (publicly available August 4,
1999) (“Mutual Trust”); Mutual of Omaha Insurance Company (publicly available
November 27, 1998) (“Mutual of Omaha™); National Life Insurance Company (publicly
available September 18, 1998) (“National Life); Principal Mutual Life Insurance
Company (publicly available June 8, 1998) (“Principal Mutual”); The Ohic National
Life Insurance Company (publicly available June 5, 1998) (“Ohio National™); Security
Benefit Life Insurance Company (publicly available June 3, 1998) (“Security Benefit”);
The Minnesota Mutual Life Insurance Company (publicly available May 21, 1998)
(“Minnesota Mutual); Provident Mutual Life Insurance Company (publicly available
April 7, 1998) (“Provident Mutual™); FCCI Mutual Insurance Company (publicly
available March 30, 1998) (“FCCI”); Ameritas Life Insurance Corporation (publicly
available December 8, 1997) (“Ameritas™); Acacia Mutual Life Insurance Company
(publicly available June 27, 1997) (“‘Acacia Mutuai”); Pacific Mutual Life Insurance
Company (publicly available April 17, 1997) (“Pacific Mutial”); General American
Life Insurance Company (publicly available February 20, 1997) (“General American™);
and American Mutual Life Insurance Company (publicly available June 13 1996)
(“Amencan Mumal”) S

Section 2(a)(1) Of the Securities Act, in pertment part, defines the term-
“security” to include: . _

“|Alny note, stock, treasury stock, security future, bond,
debenture, evidence of indebtedness, certificate of i interest
or participation in any profit-sharing agreement, _
collateral-trust certificate, preorganization certificate or
subscription, transferable share, investment contract, '
voting-trust certificate, certificate of deposit for a
security, fractional undivided interest in oil, gas, or other
mineral rights . . . or, in general, any interest or instrument
commonly known as a security, or any certificate of
interest or participation in, temporary or interim

~ certificate for, receipt for, guarantee of, or warrant or right
to subscribe to or purchase, any of the foregoing.”

15 U.S.C. § 77b{a)(1).

A “membership interest” in a mutual insurance holding company is not
included in this list of financial instruments. An instrument not listed, however, may
still be deemed to be a “‘security” if it falls within one of the definition’s two general
categories, namely, an “mvestment contract” or an “interest or instrument commonly
known as a ‘security.”
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In Howey, 328 U.S. at 297, the Supreme Court developed a test that has
been used to determine whether an instrument is an “investment contract” or an
“interest or instrument commonly known as a ‘security’.”6 The Supreme Court, in
Reves v. Emst & Young, 494 U.S. 56 (1990) (“Reves”), summarized the elements of
the Howey test as: .

“(1) an invéstment; (2) in a common enterprise; (3) with a
reasonable expectation of profits; (4) to be derived from
the entrepreneurial or managerial efforts of others.”

- 494 U.S. at 64 (citation omitted).

All four elements of the Howey test must be met before an instrument is
deemed to constitute an “investment contract.” Moreover, the issuance of membership
interests in the Mutual Insurance Holding Company does not meet the first and third
elements of the Howey test.

First, an investment is characterized by ‘an exchange of value,” most .
often 2 monetary contribution. See Uselton v. Commercial Lovelace Motor Freight,
Inc., 940 F.2d 564, 574-75 (10“" Cir.) cert. denied, 502 U.S. 983 (1991). Seealso
Howey, 328 U.S. at 301. A membership interest is not issued or created as the result of
an ‘exchange of value.” A membership interest is created only upon the purchase of a
Policy. Owners.of existing Policies issued or assumed by PALIC will not be required to
make payments in cash or in the form of other property to become members of the
Mutual Insurance Holding Company in the Reorganization. Their membership interests
in the Mutual Insurance Holding Company will result from their ownership of a Policy
previously issued or assumed by PALIC. Similarly, pursuant to the MIHC Law and the
Plan owners of Policies issued or assumed after the Reorganization by the Stock
Insurance Company will become members of the Mutual Insurance Holding Company
automatically upon issuance or assumption of such Policies without the payment of cash
or other property. The underwriting practices of the Stock Insurance Company will
determine whether a person becomes a policyholder (and thereby a member in the
Mutual Insurance Holding Company) and the premiums to be paid by the policyholder
~ for the Policy. With respect to a Policy, any monies paid by a policyholder will be in

the form of premiums paid to the Stock Insurance Company with the intent to obtain
insurance coverage and not with any profit-making, profit-sharing, investment intent or

6 ‘While the Howey test specifically focused on “investment contracts,” the Supreme Court since
Howey has applied the test more broadly. See United Housing Found., Inc. v. Forman, 421 U.S. 837, 852
(1975) (“Forman”) (stating the Howey test “embodies the essential attributes that run through all of the
Supreme Court’s decisions defining a security™); Landreth Timber Co. v. Landreth, 471 U.S. 681, 691 n.5
{1985) (“Landreth”) (criticizing Forman but concluding that the Howey test applies in determining
whether an interest is an “instrument commenly known as a *security”).
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expectation of profit with respect to membership in the Mutual Insurance Holding
Company.” The membership interests in the Mutual Insurance Holding Company will
. also not be marketed-as investments.

Furthermore, as to element number three of Howey, a membership
interest does not, in our view, provide a member with any “reasonable expectation of
profits” of the Mutual Insurance Holding Company. Profits are defined under the
Howey test as “either capital appreciation resulting from the development of the initial
investment . . . or participation in earnings resulting from the use of investors’ funds. . .

” Forman, 421 U.S. at 852. Where a person is not “attracted solely by the prospects of"
a return on his investment,” but rather “by a desire to use or consume the 1tem
‘purchased,” the expectatlon of profit element is not met. Id.

7 The insurance policies issued by PALIC are exempt from registration under Section 3(2)(8) of
the Securities Act. The 1933 House Committee Report on the Secumlcs Act explained that the Section
3()38). exemptlon

“makes clear what is already implied in the act, namely, that
insurance policies are not to be regarded as securities subject to the
provisions of the act. The insurance policy and like contracts are not
regarded in the commercial world as securities offered to the public
for investment purposes. The entire tenor of the act would lead, even
without this speclﬁc exemption, to the exclusion of insurance policies
from the provisions of the act, but the spcc:ﬁc cxempt:on is included .
to make misinterpretations 1mpossxble

: H.R. Rep. No. 85, 73d Cong., st Sess. 15 ( 1933) See also SEC v. Varjable Annm_ty Life Ins

Co., 359 U.S. 65, 74 n.4 (1959) (“VALIC”) (Brennan, J., concurring) (stating insurance policy exemption
~ “just confirmatory of the policy’s noncoverage under the definition of security™). Some insurance

products with investment components are regulatéd as investment contracts because such products have
elements which qualify them as “securities,” such as the holder bearing substantial investment risk and
expecting a profit, and the product being marketed as an investment. Such products are not issued by
PALIC, a life insurance company. See VALIC, 359 U.S. at 71-73; John Hancock Mut. Life Ins. Co. v.
Harris Trust & Savs, Bank, 510 U.S. 86, 101-102 (1993). See also 17 C.F.R. 230.151 (“Safe Harbor
definition of certain annuity contracts or optional annuity contracts within the meaning of section
3(a)(8)"). The fact that the policyholders are members of the Mutual Insurance Holding Company while
their insurance policies are written by the Stock Insurance Company does not affect the securities law
treatment of the insurance policies, which are not considered securities under the Securities Act.
Conventional insurance will be purchased through the Stock Insurance Company and, as a result, a
policyholder by operation of law will become a Mutual Insurance Holding Company member. No

“specific consideration in return for a separable financial interest with the characteristics of a security” is

paid for the membership interest, but only the insurance policy is purchased. International Bhd. of
Teamsters. v. Daniel, 439 U.S. 551, 559 (1979) (noncontributory pension plan). Accordingly,
conventional insurance policies available from the Stock Insurance Company and the related non-
separable membership interests, which terminate when the insurance terminates, would constitute
“insurance”, not “securities,” as those terms are commeonly understood.
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There is no expectation of profit with respect to the membership interests
in the Mutual Insurance Holding Company. Under the Plan, the Mutual Insurance
Holding Company will not be permitted to pay any dividends or-make any other
distributions to its members, except as approved by the MIHC Board of Directors and .
as directed or approved by the Insurance Commissioner, or in the event of the

dissolution, liquidation or winding up and dissolution of the Mutual Insurance Holding
Company. Moreover, because membership interests are not transferable independent of

- the Policy and are extinguished if a member is no longer a policyholder of the Stack

Insurance Company, it cannot be said that there is any market for the membership
interests or that they are “repurchased” at a “profit” by the Mutual Insurance Holding
Company-or by any other person. An owner of a membership interest has no ability to

. realize any profit on.such interest. Rather, the membership interest is evidence of a

Policy providing insurance risk protection. It has no independent value. Accordingly, a
prospective policyholder will not be motivated to become a member of the Mutual
Insurance Holding Company “solely by the prospects of a return” on the membership
interest. Forman, 421 U.S. at 852 (citation omitted). '

The membership interests also would not constitute a “security” under

the criteria applied by the Supreme Court in Reves.? In Reves, 494 U.S. at 66, the
- Supreme Court noted four factors that “thls Court has held apply in deciding whether a

transaction involves a “security.”

First, the transaction in which the instrument was received must be -
reviewed to assess the motivations that would prompt a reasonable seller and buyer to
enter into it. See Reves, 494 U.S. at 66. “If the seller’s purpose-is to raise money for
the general use of the business enterprise or to finance substantial investments and the
buyer is interested primarily in the profit the note is expected to generate, the mstrument
is hkely to be a “security.” ld. :

Second, ““the plan of d1str1buuon of the instrument” must be examined

* 10 determine “whether it is an instrument in which there is ‘common trading for

speculation or investment . . .".” Id.

Third, the “reasonable expectations of the investing public” must be
examined. Id. In this regard, the Supreme Court noted that the marketing efforts
employed in seliing an alleged security are relevant to the expectations of the general

8 The Supreme Court in Reves considered whether promissory notes issued by a fanmers’
cooperative constituted “notes” under the Securities Exchange Act definition of “security.” In analyzing
whether a note is within the definition of security, the Supreme Court followed the “family resemblance
test,” which provides that a note is not a security if it bears a resemblance to notes which have been
previously designated by courts as not constituting securities. See Reves, 494 U.S. at 63-67.
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public. E Reves, 494 U.S. at 68 (noting that “[t}he advertisements for the notes here
characterized them as ‘investments’ . . . and there were no countervailing factors that
would have led a reasonable person to question this characterization”).

- Fourth, the presence of “some factor such as the existence of another
regulatory scheme [which] significantly reduces the risk of the instrument . . .” must be
considered. . See Reyes, 494 U.S. at 67. :

Under the four criteria set forth in Reves for determining whether an
instrument is a “security”, a membership interest in the Mutual Insurance Holding
Company would not constitute a security:

First, the motivation of the Mutual Insurance Holding Company in
issuing membership interests to the holders of Policies is not “to finance substantial
investments” through the sale of membership interests. Membership interest cannot be
sold as such, and a membership interest is created as a part of the insurance policy to
which it relates. In fact, the creation of the membership interests may: not generate any
capital for the “seller.” Moreover, holders of Policies would not expect to receive a
._profit on account of the related - membership interest. :

Second, there is no “plan of distribution” of membership interests. As
menuoned above, membership interests simply accompany the issuance or assumption
of a Policy and cannot be transferred apart from the Policy to which they relate.?

Third, it is difficult to see any way that a policyholder of the Stock
Insurance Company would view the membership interest in the Mutual Insurance
Holding Company as anything other than an inseparable attribute of the Policy to which
it attaches, as is the case today. Such a characterization is warranted for a namber of -
reasons, including that the membership interests will not be marketed to the general
public as interests which would give rise to a profit expectancy, no certificates will be
issued in respect of the membership interests and, under the MIHC Law, the
membership interests are not recognized as secuntles See Section 22:1004.6.

Fourth, the Supreme Court in Reves stressed the 51gn1ﬁcance ofan

' altemanve regulatory scheme that might reduce the risks associated with an instrument
constituting a security. See Reves, 494 U.S. at 67 (“the existence of another regulatory
scheme” may “significantly reduce the risk of the instrument, thereby rendering
application of the Securities Acts unnecessary”); see also Marine Bank v. Weaver, 455
U.S. 551, 557-559 (1982). This factor suggests that the membership interests would not
constitute securities because, as discussed in Sectton HI hereof, the Mutual Insurance

-9 Seealso Forman, 421 U.S. at 851-52 (traditional characteristic of a security is negotiability).
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Holding Comi)any will be subject 1o extensive regulation by the Insurance
Commissioner.!¢

Because the membership interests do not meet the tests articulated by the
Supreme Court in Howey and Reves for determining that an instrument is a security
under Section 2(a)(1) of the Securities Act, it is our opinion that the membership
" interests will not be considered securities under the Securities Act.!! Under the
circumstances described above, it is appropriate for the Staff to take a position similar
to that taken in numerous past no-action letters issued by the Staff, including EICN,
- Millers Mutual, Milwaukee Mutual, First Nonprofit, National Travelers, Woodmen,
American Republic, Security Mutual, Trustmark, Mutual Trust, Mutual of Omaha,
- Principal Mutual, Ohio National, Security Benefit, Minnesota Mutual, Provident
Mutual, FCCI, Ameritas, Acacia Mutual, Pacific Mutua] General American and
' Amencan Mulual

B. ° Registration Under the Securities Exchange Act

It is.our opinion, based upon the foregoing facts and the analyses set
forth herein, that the Mutual Insurance Holding Company would not, upon
consummation of the Reorganization, be subject to the registration requirements of the
Securitics Exchange Act. Our opinion is based upon our determination that, as
discussed above, the membership interests in the Mutual Insurance Holding Company
should not be classified as “securities” under the Federal securities laws, either before
or after the Reorganization.

Under Section 12(g) of the Securities Exchange Act and the rules
promulgated thereunder, certain “issuers” with total assets exceeding $10,000,000 and a
class of “equity securities” held of record by 500 or more persons as of the end of the-
most recent fiscal year must register under the Securities Exchange Act. 15 U.S.C. §
77L(g)(1)(8). The definition of “security” under the Securities Exchange Act “is
" virtually identical” to the definition under the Securities Act. See¢ Forman, 421 U.S, at

10 The Reves test itself does not necessarily require the existence of a regulatory regime, but only
“some factor,” such as a regulatory regime, that will reduce the risk of the instrument, Reves, 494 U S, at
66. We further note in this regard that in other cases and no-action letters interpreting the term “security”
the Supreme Court and the-Staff have not required the existence of another regulatory scheme in
‘characterizing whether the instrument at hand was a security. See, €.8., SEC v. CM. Joiner Leasing
Corp., 320 U.S. 344 (1943); Forman, 421 U.S. 837; Dairyman, Inc. (publicly available Jan. 29, 1993),
1993 WL 33275 (S.E.C).

H The inclusion of the Intermediate Holding Company as an intermediate stock holding company
does not affect our opinion that the membership interests are not securities. Such inclusion hasno
economic effect on the owners of the membership interests or any effect on the reasonable expectations
of policyholders in receiving such interests.
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847 n.12 (citing Tcherepnin v. Knight, 389 U.S. 332, 335-336, 342 (1967)); see also
Reves, 494 U.S: at 61 n.1; Landreth, 471 U.S. at 686 n.1. For the same reasons set forth
in the discussion of the Securities Act above, it is our opinion that the membership
interests are not securities under the Securities Exchange Act. We therefore are of the
. opinion that the Mutual Insurance Holding Company will not issue, and does not intend
to issue, a security, and, accordingly, will not be subject to the registration requirements
of Section 12(g) of the Securities Exchange Act.

V.  Conclusion

. Based on the foregoing, we request that the Staff confirm that it will not
recommend any enforcement action.to the Commission if (i) in connection with the
~ Reorganization, the membership interests of PALIC’s members are extinguished and
such members immediately become members of the Mutual Insurance Holding
Company and (ii) after the Effective Time, owners of Policies issued or assumed by the
Stock Insurance Company automatically by operation of law become members of the
Mutual Insurance Holding Company, in each case without registration of the
membership interests in the Mutual Insurance Holding Company under the Securities
Act or the Securities Exchange Act.

* Because of the importance of the Reorgamzatxon to PALIC, we would
appreciate hearing from the Staff at its earliest convenience. In the event you anticipate
formulating a response not consistent with any interpretation or position stated in this
request, we would appreciate the opportunity to discuss the matter with the Staff prior
to any final decision. If you should have any questions or would like additional
information, please telephone me at (212) 424-8667 or Vladimir Nlccnko at (212) 424-
8710,

Very truly yours

%hn M. Schwolsky
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cc:  Patrick Fraizer, Esq., General Counsel, Pan-American Life Insurance Company
Cynthia R. Shoss, Esq., LeBoeuf, Lamb, Greene & MacRae LLP
Vladimir Nicenko, Esq., LeBoeuf, Lamb, Greene & MacRae LLP
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EXHIBIT B

SECTIONS 22:76, 22:820, 22:1001 — 1015
OF THE LOUISIANA REVISED STATUTES




INSource on the Web

Louistana
Insurance Code

TITLE 22 -- INSURANCE CODE ... Chapter 1. General Provisions ... Part Il -- DOMESTIC STOCK INSURERS
R.S.-22:76
Stock sales

All sales of stock as deﬂned in this Sectlon shall be made in accordance with the. fol!owmg )
regulations: .

A. When used in this Sectloh, the followlng terms shall have the‘folldwihg respective meanings:

{1){(a) "Security” as used in this Sectlon shal! include any insurance stock, note, stock, treasury
stock, bond, debenture, evidence of indebtedness, certificate of interest or participation in any
profit- sharing agreement, collateral-trust certificate, preorganization certificate or certificate of
deposit for security, any certificate of deposit, or group or Index of securltles, or, in general, any
interest or instrument commonly known as a "security,” or any certificate of Interest or
participation in, temporary or interim certificate for, receipt for, guarantee participation in,
temporary or interim certificate for, receipt for, guarantee of, or warrant or right to subscribe to or
purchase, any of the foregoing issued by an Insurance company, an investment, or holding
company with a stated purpose, elther by charter or prospectus, of forming an Insurance company.

(b) For the purpose of this Section, security shall not mean any insurance or endowment policy or
annuity contract under which any.insurance company promises to pay a fixed number of dollars
either In a lump sum or periodlcally for life or some other specified period nor any variable life or
annuity contract as provided for in and regulated by this Title and issued by a fife insurance
company licensed to do business in the state of Louisiana.

(2) "Person” shall include a natural person, a corporation created under the laws of this state, or of
any other state, country, sovereignty, or political subdivision thereof, a partnership, an association,
a joint stock company and any unincorporated association or organization.

(3) "Sale” or "Sell” shall include every disposition, or attempt to dispose of a security as defined in
this Section or interest in such a security for.value. Any security as defined in-this Section given or
delivered with, or as a bonus on account of, any purchase of such securities or any other thing; -
shali be concluswely presumed to constitute a part of the subject of such purchase and to have
been sold for value. "Sale” or "sell” shall also include an exchange, an attempt to sell, an option of
sale, a solicitation of a sale, a subscription of an offer to sell, directly or by an agent, or a circular,
letter, advertisement or-otherwise, except an isolated transaction in which any security as defined
in this Section is sold, offered for sale or delivery by the owner not being made In the course of -
repeated and successive transactions of a like character by such owner, provided the owner is not.
the underwriter of such security.

. (4) "Dealer"-shall include every person, or Investment counsel or investment counsellor, as those
terms are generally used, other than a salesman, as herelnafter defined, who in this state engages
either for all or part of hts time, directly or through an agent In the business of selling any
‘securitles as defined In this Section Issued by another person or purchasing or otherwise acquiring
such securities from another for the purpose of re-selling them or of offering them for sale to the
pubiic, or offering, buying, selling or otherwise dealing or trading in such securities as principai or
agent for a commodity or commission or at a profit, or who deals in futures or differences in
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market quotations of prices or values of any such securities; provldéd that the word "dealer® shail.

.not include a person having no place of business In this State who sells or offers to sell securities

exdusively to brokers or dealers actuaily engaged in buying and selling such securities as a
business.

(5) "Issuer” shali meah and include every peréon whb proposes to issue, has issued 6r who shalt
hereafter issue any security as defined in this Section. Any person who acts as a promoter for and

on behalf of a corporation, unincorporated assoclat:on or partnershlp of any kind, formed or to be’
formed, sha!l be deemed to be an Issuer. ) )

. (6) "Salesman" shall include 'even/ natural person, including Insurance agents, other than a dealer,

empioyed or appointed or authorized by a dealer or issuer to sell securities as defined in this
Sectfon in any manner in this state. The partners of a partnership and the executive officers of a
corporation or other corporate entity or association registered as a dealer shall not be safesmen
within the meaning of this definition.

(7) "Broker” shall mean dealer as hereln defined,

-(8) "Agent” shall mean salesmanas herein defined,

(9)."Commissioner* shall mean the commissioner of insurance of the State of Louislana,

B. Exempt securities.

Except as hereinafter otherwise expressly provided, the provlsions of this Section shall not apply to
any of the following classes of securities:

(1) Securlties appearing in any list of securitles dealt in on the New York or Amerlcan Stock
Exchange, and which securities have been so listed pursuant to official authorization by such
exchange, and also ail securities senior to any securities so listed, or represented by subscription
rights which have been so listed or evidences of indebtedness guaranteed by companies, any-stock
of which Is so listed, such securities to be exempt only s0 long as such listing shall remain in effect.
The commissioner shall have the power te deny this exemption with reference to any particular
security listed on any such exchanges, by order publlshed In such manner as the commissioner

~ shall find proper.

{2) Securities appearing in any list of securities dealt in on any other recognized and responsible
stock exchange which has been previously approved by the commissioner, and which securities
have been so listed pursuant to official authorization by such exchange, and also all securities
senior to any securities so listed, or represented by subscription rights which have been so listed,
or evidences of indebtedness guaranteed by companies any stock of which is so listed, such
securities to be exempt only so long as such listing shall remain in effect. The commissioner shall
have power at any time to withdraw approval theretofore granted by him to any exchange, and
upen such withdrawal no security listed on such exchange shall be entitled to the benefit of such
exemption, unless such securlty is also {lsted upon an exchange mentioned in Paragraph (1) of this
Subsection, and has not been denied this exemption by the commissioner as provided in said
Paragraph (1) of this Subsectlon ,

(3) Any security, other than common stock, providing for a fixed return which has been ..
outstanding and In the hands of the public for a period of not less than five years, upon which no
default in payment of principal or failure to pay the return fixed, has occurred for a continuous
immediately preceding period of flve years.

-C. Except as hereinafter e'xpressly provided, the provisions of this Section shali. not apply to the
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sale of any security in any of the foliowing transactions:

(1) At any judicial, executor's, admimstrator s, tutor's, curater's or liguidator's sale, or at any sale
by a receiver, syndic, or trustee in insolvency or bankruptcy.

{2) By or for the account of a pledge holder or mortgagee selling or offering for sale or delivery in
the ordinary course of business, and not for the purpose of avoiding the provisions of this Section, N
to liquidate a bona fide debt, a securlty pledged in good faith as security for such debt,

(3) An isolated transaction in which any security Is sold, offered for sale, subscription or delivery by
the owner thereof, or by his representative for the owner's account, such saie or offer for sale,
subscription or delivery not belng made in the course of repeated angd successive transactions of a
like character by such owner, or on his account by such representatlve and such owner or
representatwe not being the underwriter of such security.

(4) The distribution by a corporataon, actively engaged in the business authorized by its charter, of
securities to its stockholders or other security holders as a stock dividend or other distribution out
of earnings or surpius; or the issuance of securities to the security holders or other creditors of a
corporation in the process of a bona.fide reorganization or liguidation of such corporation made in
‘good falth and not for the purpose of avolding the provisions of this Section, either in exchange for
- the securities of such security holders or claims of such creditors or partly for cash and partly In
exchange for the securities or clalms of such security holders or creditors; or the issuance of
additional capital stock of a corporation sold or distributed by It among Its own stockholders

. exclusively, where no commission or other remuneration is paid or given directly or Indirectly in
connection with the sale or distributlon of such increased capital stock

(5) The transfer or exchange by one corporatlon to another corporation of their own secuntues in
connection with a-consolidation or merger of such corporations, or in the exchange of outstanding
shares for a greater or smaller number of shares of the same corporatlon. :

(5). The sale, transfer or delivery of any securities to any bank, savings institution, trust company,
insurance company or to any corporation or to any broker or dealer; provided, that such broker or
dealer Is actually engaged in buying and selling securities as a business. :

(7) The sale by a registered dealer, acting either as princlpal or agent of securities theretofore sold
and distributed to the publnc, provided that:

(a) Such securities are sold at prices reasonably related to the current market, price thereof at the
time of sale, and if such registered dealer is acting as agent, the commission collected by such
registered dealer on account of the sale thereof is not in excess of usual and customary
commisslons collected with respect to securitles and transactions having comparable
characteristics; and oo

{b) Such securitles do not constitute an unsold allotment to or subscription by such dealer as a
participant In the distﬂbutlon of such securities by the Issuer or by or through an underwriter; and

(¢) Either Moody's, Standard and Poor's, or Fitch securities manuals, or any other recognized
securities manuals approved by the commissioner of insurance, contaln the names of the issuer's
officers and directors, a balance sheet of the issuer as of a date not more than'18 months prior to
the date of such sale, and a profit and loss statement for either the fiscal year preceding that date -
or the most recent year of operations.

The commissioner may reveke the exemption afforded by this Subsection with respect to any
securities by issuing an order to that effect if he finds that the further sale of such seaurities in this
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state would work or tend to work a fraud on purchasers thereof.

D. No insurance securities or securitles inan investment or holding company with a stated purpose,
elther by charter or prospectus, of forming an insirance company shall be sold within this state
unless such securities have been registered as hereinafter defined. Reglstration of stocks as
defined In this Section, shall be deemed to Include.the registration of rights to subscribe to such
stock if the statement under Subsection E of this Section required for registration of such stock
includes any provision that such rights are to be issued. A record of the registration of insurance
securities or securities in an investment or holding company as hereinabove defined shall be kept
in a register of securities to be kept in the ¢ffice of the commissioner, in which register shall also
be recorded any orders entered by the commissioner with respect to such securities. Such
registration, and all information with respect to the securities registered in accordance with this
Section, shall be open to public inspection.

The commissioner of insurance shall have the. right to adopt such rules and regulations as he may
deem necessary to carry out the purposes of this Section.

The commissioner of insurance may take depositions, compel production of books and records,
subpoena witnesses or documentary evidence, administer oaths and examine under oath any
individual relative to the sale of securities as defined in this Section. Any person who testifies
falsely or makes any false affidavit during the course of such an examination under this Section
shall be guilty of perjury. :

E. Securities as defined in this Section shall be registered by the filing of the issuer, or of any
dealer registered with the office of the commissloner of insurance, in the office of the commissioner
“with respect to such securities of the following:

(1) Name of issuer, iocation, and, if incorporated, place of Incorporation.
(2) A brief description of the security, including amount of the issue.
. (3) Amount of securities to be offered in the State.

(4) The par value, the price at which the securities are to be offered for sale to the public, and.a
statement as to how the proceeds are to be used, including commissions to be paid, whlch
commissions however, shall ln no event exceed fiteen (15%) percent.

(S) A copy of the circular or prospectus to be used by the Issuer or dealer for the public offering.
{6} Any other information-or documents required by the commissioner of insurance,

Every statement required to be filed with the commissicner under any of the provislons of this
Section shall be transmitted by United States mail, and the commissioner shall never receive nor
shall he be authorized to receive or accept for filing any statement or documents transrnltted to
him by any mode other than by United States mall.

The filing of such statement and documents In the ofﬂce of the commissioner, and the payment of
the fee hereinafter provided, shall, after being authorized by the commissioner, constitute the
registration of such securities. Upon such registration, such securities may.be sold in this state by
.any registered dealer, subject, however, to the further order of the commissioner as heretnafter
provided. Every reglstration under this Section for an insurance company on primary issues of
stock shall expire In accordance with the statutory provisions of R.S, 22:73. Every registration '
under this Section for an investment or holding company, or on Issued and outstanding shares of
stock of an insurance company, shall' expire on December 31st of each year, but new registrations
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~for the succeeding period or succeeding year, as the case may be, shall be issued upon written
appllcatron and upon payment of the fee as hereinafter provided.

If, at any time in the opinion of the commissioner, the information contained in the statement,
circular or prospectus filed is, or has become, misleading, incorrect, inadequate or incomplete, or
the sale or offering for sale of the security as defined in this Section may work or tend to work a
fraud, the commissioner may require from the person filing such statement such further

- information as may in his judgment be necessary to establish the classification of such security as
claimed in said statement, or to enable the commissioner to ascertain whether other steps should
be taken and the registration rejected or revoked on.any ground hereinafter specified, and the
commissioner may refuse to register or suspend the right to sell such security pending further
investigation by entering an order specifying the grounds for such action, and by notifying by mail,
or personally, or by telephone confirmed in writing, or by telegraph, the person filing such a
statement and documents, and every registered dealer who shall have notified the commissioner of
an intention-to sell such security. The refusal to furnish Information required by the commissioner
within a reasonable time to be fixed by the commissioner may be a proper ground for the entry of
such order of suspension. The commissioner shall notify every registered dealer of such order and
upon the entry of any such order of suspension no further sales of such security shall be made untif
the further order of the commissioner.

In the event of the entry of such order of rejection or suspension, the commissioner shall, upon
request, give a prompt hearing in accordance with Part XXIX of this Code to the parties interested.
If no hearing is requested within a period of twenty (20) days from the entry of such order, or, if
upon such hearing the commissioner shall determine that any such security is not entitied to
registration under this Section, or that the sale thereof should be revoked on any ground
hereinafter specified, he shall enter a final order prohibiting sales of such security, with his findings
with respect thereto. Until the entry of such final order, the rejection or suspension of the right to
sell, though binding upon the persons notified thereof, shall be deemed confidential, and shall not
be published, unless it shall appear that the order of suspension has been violated after notice.
Appeals from such final order may be taken as herelnafter provided. If, however, upon such
“hearing the commissloner shall find that the security belng offered for sale will neither be
fraudulent nor result In fraud, he shall forthwith enter an order revoking such order of suspension
and such-security shall be restored to its status as a security registered under this Section as of the
date of such-order of suspension.

At the time of filing the statement and documents herelnabove enumerated, and upon re-
registration, the applicant shall pay to the commissioner a fee of one-twentieth (1/20) of one (1%)
percentum of the aggregate price of such securltles to be sold [n this state, for which the appliicant
ts seeking registration, but in no case shall such fee be less than twenty-five dollars ($25.00) or
more than two hundred dollars ($200.00). The commissicner of insurance is authorized to withhold
the funds collected under this Section to defray the expenses actually and necessarily incurred by
him for salaries and expenses in carrying out the purposes of this Section.

F. Revocation of registration of securitles as defined in this Sectlon. The commissioner may revoke
the registration of any security as defined in this Section by entering an order to that effect, with
his findings in respect thereto, If upon the examination into the affairs of the Issuer, it shall appear
that the company:

(1) Is insolvent, or

(2) Has viotated any of the provisions of this Section, or any order of the commissioner of which

" ' such issuer.has notice, or any of the rufes and regulations adopted by.the commissioner of

insurance under this Section, or

(3) Has been or Is engaged or Is about to engage In 3 fraudulent transaction, or .
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(4) Is in any other way dishonest or has made any fraudulent representations in any prospectus or
in any clrcular or other literature that has been distributed concerning the issuer or its securities, or

(5) Is of bad business repute, or
(6) Does not conduct its business in accordance with law; or

(7) That the affairs of the insurance oompany or other company issuing such securities are in an
unsound condition, or

(8) That the enterprise or busmess or the security offered is not based upon sound business
principles.

In making such examination, the commissioner shall have access to and may compel the
production of all the books and papers of such insurance company or other company issuing such
securities, subpoena witnesses, and administer oaths to and examine the offlcers of such issuer, or
any expert, whose statement was filed by any issuer In connection with an application, or any other
person connected therewith as to Its business and affairs, and may aiso require a balance sheet
exhibiting.the assets and llabilitles of any such-insurer or its Income statement, or both, to be
certified to by a public accountant either of this state, or of any other state approved by the
commissioner. The commissloner may also require that any statement made on the authority of
any expert be verified by another expert-to be selected by the commissioner.

Whenever the commissioner may deem it necessary, he may also require such balance sheets or
income statements or statements of experts to be made more specific In such particulars as the
“commissioner of insurance shall point out, or to be brought down to the latest practicable date.

If any issuer of securities as defined in this Section shall refuse to permit an examination to be
-made by the commissioner, or If it should refuse or fail to cause, at its own expense, any
statement or valuation requlred to be made by an expert to be verified by another expert selected
by the commlissioner, { shall be proper. ground for revocation of registration.

If the commissioner shall deem it necessary, he may enter an order suspending the right to sell
such securlties pending any investigation provided that the order shall state the grounds for taking
such action, .

Notice of the entry of such order shall be given by mail, or personally, or by telephone tonfirmed in
writing, or by telegraph, to the issver of such securitles, which company shall in tumn notify every
registered dealer.

Before an order is made final, the insurance company or other issuer applylng for registration shall
on application be entitled to-a hearing, and after such hearing the commissioner shall notify it of
the final ruling on the matter,

G. Consent to service. Upon any application for registration where the issuer is not domiciled in this
state, there shall be filed with such application the irrevocable written consent of the issuer that in
suits, proceedings and actions growing out of the violation of any provision of this Section, the

- service on the commissioner of any notice, process or pleadings therein, authorized by law, shall
be as valld and binding as if due service had been made on the issuer. Any such action shall be
brought either in the parish of the plaintiff's domicile or in the parish of East Baton Rouge. Said
written consent shail be authenticated by the seal of sald Issuer, if it has a seal, and by the
acknowledged signature of a member of the co-partnership or company, or by the acknowledged
signature of any officer of the incorporated or unincorporated association, if It be an incorporated
or unincorporated association, duly authorized by resolution of the board of directors, trustees or

'
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-managers of the corporation or association, and shall-in such case be accompanied by a duly
certified copy of the resolution of the board of directors, trustees or managers of the corporation or
association authoerizing the officers to execute same. In case any process or pleadings mentioned in
this Section are served upon the commissioner, it shall be by duplicate copies, one of which shall
be filed in the office of the commissioner and another immediately forwarded by the commissioner

- by registered mail to the principal office of the issuer against which sa:d process or pleadings are

directed.

H. Registration of dealers and salesmen. No dealer or salesman shall engage In business in thls
State as such dealer or salesman or sell any securities as defined In this Section unless he has

" been registered as a dealer or salesman in the office of the commissioner pursuant to the
provisions of this Section.

An-appl[cation for registration, in writing, shall be sent by United States maii to the commissioner
to be filed in the office of the commissioner in such form as the commissioner may prescribe, duly
verified by oath, which shall state the principal place of business or office of the applicant,
wherever situated, and the location of the principal offlce and all branch offices In this state, if any,
the name or style of doing business, the names, residence and business addresses of all persons
Interested In the business as principais, co-partners, officers and directors, specifying as to each
his capacity and title, the general plan and character of business and the length of time the dealer
has been engaged in business. The commissioner may also require such additiona! information as
to the applicant’s previous history, record .and assouatlon as he may deem necessary.to establish
the good repute ln business of the applicant.

There shall be filed by each dealer with such applicatlon for reglstration, where such dealer is not
domiclled in this state, an irrevocable written consent of. the dealer that in ail suits, proceedings or
actions growing out of the violation of any provision of this Section, the service on the
commissioner of any notice, process or pleading therein authorized by the laws of this state, shall
be as valld and binding as if due service had been made on the dealer. The place for bringing any
such action and the manner in which the written consent shall be authenticated are the same as
outllned In Subsection G hereof.

If the commissioner shall find that the appllcant is of good repute and has complied with the
provislons of this Section, including the payrnent of the fee herelnafter provlded he shall register
such applicant as a dealer,

_Upon the written application of a reglstered dealer and-general satisfactory showing as to good
character and the payment of the proper fee, the commissioner shall register as a salesman of
such dealer such natural person as the dealer may request. Such registration shall cease upon the
termination of the employment of such salesman by such dealer,

The names and addresses of all persons approved for registration as dealers or.salesmen and all
orders with respect thereto shall be recorded in a register of dealers and salesmen kept in the
office of the commissioner, which shall be open to public inspection. Every registration under this
Section shall expire on December 31st of each year, but new registrations for the succeeding year
shall be issued upon written application and upon payment of the fee as hereinafter provided,
without filing of further statements or furnishing any further information, unless specifically
required by the commissioner. Applications for renewals must be made not less than thirty days
nor more than sixty days before the first day .of the ensuing year, otherwise they shall be treated
as original applications. :

The fee for such registration and for each annual renewal shail be fifty doilars In the case of dealers
and ten dollars in the case of salesmen. The commissioner of insurance Is authorized to withhold.
the funds collected under this Section to defray the expenses actually and necessarily Incurred by
him for salaries and expenses in carrying out the purposes of this Section.
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Changes in registration occasioned by changes in the personnel of a partnership or in the
principals, co-partners, officers or directors of any dealer may be made from time to time by

. written application setting forth the facts with respect to such change.

Any Issuer of a security as defined in this Section required to be registered under the provisions of

‘this Section, selling such securitles except In exempt transactions as hereln defined shall.be

deemed a dealer within the meanlng of this Sectnon and required to comply with al! the provisions
hereof.

I. Revocation of dealers’ and salesmen's registration.

Registration under Subsection H hereof may be refused or any registration granted may be revoked
by the commissioner if after a reasonable notice and a hearing the commissloner determines that
such applicant or registrant so registered:

(1) Has violated any provision of this Section or any regulation made hereunder, or

(2) Has made a materlal false statement in the appilcation for registration, or

- (3) Has been guilty of a fraudulent act in connection with any sale of securitles as defined In. this

Section, or has been or i$ engaged or is about to engage in making fictitious or pretended sales or
purchases of any such securities or has been or is engaged or is about to engage in any practlce or
sale of such securitles which is fraudulent or in violatlon of the law, or

(4) Has demonstrated his unworthiness to transact the business of dealer or salesman.

In cases of charges against a salesman notlce thereof shali also be glven the dealer employing
such salesman. .

Pending the hearing the commissioner shalt have the power to order the suspension of such”

dealer's or salesman's registration, provided such order shall state the cause for such suspension,
and provided further, that such hearing shall be held within ten days from the date of such
suspenslon, Failure of the commissioner to hold such a hearing within such time shalt constitute
complete restoration of the registration of the dealer or salesman involved,

. Until the entry of a final order the suspenslon of such dealer's registration, though binding upon the

persons notifled thereof, shall be deemed confidential, and shall not'be published unless it shall
appear that the order of suspension has been violated after notice.

In the event the commissloner determines to refuse or to revoke a registration as hereinabove
provided, he shall enter a final order therein with his findings on the register of dealers and
salesmen; and suspenslon or revocation of the reglstratlon of 2 dealer shall also suspend or revoke .
the reglstration of aII his salesmen.

It shali be sufﬂcnent cause for refusal or cancellatlon of registration in case of a partnership or
corporation or any unlncorporated assoclation, if any member of a partnership or any officer or
director of the corporation or assoclation has been gullty of any act or omission which woutd be
cause for refusing or revoking the registration of an individual dealer or salesman.

J. Escrow agreement. If the statement containing information as to insurance securities which are
required to be registered shall disclose that any such insurance securities shall have been or shall
be intended to be issued for any organization or promotion fees or expenses, the amount and
nature thereof shall be-fully set forth and the commissioner may require that such insurance
securitles so Issued In payment for organization or promotion fees or expenses shall be delivered In
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escrow to the commissioner or other depository satisfactory to the commissioner under an escrow
agreement that the owners of such insurance securities shall not be entitled to withdraw such

" insurance securities from escrow until all other stockholders who have paid for their stock in cash
shall have been paid a dividend or dividends aggregating not less than six percent, shown to the
satisfaction of said commissioner to have actually been earned on the investment in any stock so
held, and [n case of dissolution or Insolvency during the time such insurance securities are held in
escrow, the owners of such Insurance securities shall not participate in the assets until after the
owners of all other securatles shall have been pafd in full.

K. lnjunctions Whenever it shall appear to the commissioner, either upon complaint or otherwise,
that in the issuance, sale, promotion, negotiation, advertxsement or distribution of any securities as
defined in this Section within this state, any person: :

(1) Shall have employed or employs, or is about to employ any device, scheme or artifice to
defraud or for obtaining money or property by means of any false pretense, representation or
promise, or .

(2) Shall have made, makes or attempts to make in this state fictitlous or pretended purchases or
sales of securiles as defined in this Section, or

.{3) Shall have engaged in or engages in or is about to engage in any practice or transaction or
course of business relating to the purchase or sale of securities as defined in this Section:

(2) Which is in violation of law, or in violation of any of the rules and regulatlons adopted by the
- commissioner of insurance under this Section, or ‘

{b} Which is frauduient, or

{(c) which is operated, or which would operate, as a fraud upon the purchaser; any one or all of -
which devices, schemes, artifices, fictitious or pretended purchases or sales of securities as defined
In this Section, practices, transactions and courses of business are hereby declared to be and are
herelnafter referred to as fraudulent practices, or

{4) Is acting as a dealer or salesman within this state without being duly registered as such dealer
or salesman as provided in this Section, the commissioner may Investigate, and whenever he shall
belleve from evldence satlsfactory te hlm.

(a) That any such person has engaged in, Is engaged in or Is about to engage In any of the
practices or transactions hereinabove referred to as and deciared to be fraudulent practices, or

(b) Is selling or offering for sale any securitles as defined herein in violation of this Section, or is
acting as a dealer or salesman without being duly registered as provided In thls Section, the
commissioner may, in addition to any other remedies, bring action in the name and on behalf of
the state of Louisiana against such person and any other person or persons concerned in or in any
way participating in or about to participate in such fraudulent practices or acting in violation of this
Section, to enjoin such person and such other person gr persons from continuing such fraudutent
practices or engaging therein or doing any act or acts in furtherance thereof, or in violation of this
Section. In any such court proceedings, the commissioner may apply for and on due showing be
entitled to have issued the court’s subpoena requiring forthwith the appearance of any defendant
and its employees, salesmen or agents, and the production of documents, books, and records as
may appear necessary for the hearing of such petition; to testify and give evidence concerning the
acts or conduct or things complained of in such application for Injunction. In such action, the
district court of the domicile of any of the persons, firms or corporations involved, or the district
court of the parish of East Baton Rouge shali have jurisdiction of the parties and the subject
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matter, and a judgment may be entered awarding such injunctive relief as may be proper.

L. Remedies. Every sale of securities as defined in this Section, the registration of which has been
revoked or suspended by the commissioner, or made by any unregistered dealer or salesman, or
by any dealer or salesman whose license has been suspended or revoked, shall be voidable at the
election of the purchaser, and the person making such sale, and every director, officer or agent of
or for such seller who shall have personally participated or alded In any way in the making of such
sales, shall be fiable In solido to such purchaser upon tender of such securities sold, or of the
contract made, for the full amount paid by such purchaser with interest, all taxable court costs and
a reasonable attormey's fee to be fixed by the court; provided that no such action shall be brought
for the recovery of the purchase price after thirteen months from the date of such sale, or the
delivery of such security to the purchaser, whichever date is latest; and provided, further, that the
aforesaid interest shall be computed at the rate.of six percentum per annum, iess, in any case, the

. amount of any income from sald insurance securlties that may have been received by such
purchaser. . :

M. (1) Violatlons, penalties. No issuer of securities as defined In this Sectlon, or any officer,
director trustee or agent-thereof, or any dealer.shall sell or offer to sell any such securities without
full compliance with the provisions of this Sectlon. _

Whoever vlolates this Subsection shall be fined not more than five thousand dollars for the first
offense and not more than twenty-five thousand dollars for each subsequent offense, and the
officer, director, trustee or agent thereof, or the Issuer, if a natural person, may be imprisoned for
not more than one year, or both. ,

{2} No person or corporation, whether acting on his or its own behalf, or on behalf of another, shali'
violate any of the provisions of this Section.

Whoever viclates this Subsection shall be fined not less than one hundred dollars nor more than
five hundred dollars for the first offense, and not less than five hundred dollars nor more than one
thousand dollars for each subsequent offense, or imprisoned for not more than six months for the
first offense, nor more than one year for each subsequent offense, or both.

(3) No dealer or salesman shall make any statement or representation not authorized by the
issuer, or by a dealer registering securities under the provisions of R.S. 22:76E, or any statement
or representation at variance with, or not reasonably predicated upon, statements and documents
filed by the issuer or dealer in the office of the commissioner.

- Whoever violates this Subsection shall be fined not more than one thousand dollars for the first
offense, and not more than five thousand dollars for each subsequent offense, or imprisoned for
not more than six months for the first offense and for not more than one year for each subsequent
offense, or both.

(4) No person shall sign any statement, list, inventory, balance sheet or other paper or document
required by any provision of this Sectlon to be verified or sworn to, knowing any representation
therein contained to be false, misleading, or untrue, and the depositing of any such statement or
document in the office of the commissioner shall be deemed prima facie evidence of knowledge of
the falsity thereof or of any representation therein contalned, and of the willful slgmng of such
statement or document.

Whoever violates this Subsection shall be guilty of perjury.

-N. Stal:utory and civil remedies. Nothing in this Section shali limit any statutory or civil right of any .
person to bring action in any court for any act invelved In the sale of securities as defined in this
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Section, or the right of this state to punish any person for any violation of any law. The attorney
general and each of the district attorneys throughout this state, with regard to violations of this
Section In their respective districts, shali lend full assistance to the commissioner in any’ :
investlgations or prosecutions that the commissloner may deem necessary under the provisions of
this Section. .

O. Appeals. An appea! may be taken by any person interested from any final order of the
.commissioner to the district court of the parish of East Baton Rouge by fillng a petition therein
against the commissioner, officially as defendant, within twenty days after notice of the entry of
such order and stating in said petition the grounds upon which a reversal of such final order is

- sought. Such petition may be accompanled by a demand upon the commissioner for a certified
transcript of the record and of all papers on file in his office affecting or relating to such order, and
such demand may be granted by the court and an order may be issued by the court ordering the
production of a transcript of such records upon the furnishing of bond by the plaintiff, with good
and sufficlent securlty, to be approved by the court, conditioned upon the faithful prosecution of
such action to final judgment and upon the payment of all costs Including costs of making such
transcript. Thereupon, the commissioner shall within ten days make, certify and file with the clerk
of sald court such a transcript, or in lieu thereof, the original papers If the court shall so order;
such sult shall be given preference by the court over all matters pending in said court. The court
shall receive and consider the evidence, both oral and documentary conceming the order of the
commissioner objected to by the plaintiff. If the order of the commissioner shall be reversed, the
court shall enter such judgment, order and decree as the equlties and exigencies may require,
directing the commissioner as to his further action in the matter, including the making and entering
of any order or orders In connection therewith, and the conditions, limitations and restrictions to be
thereln contained; provided that the commissioner shall not thereby be barred from thereafter
revoking or altering such order for any proper cause which may thereafter accrue or be discovered.
If said order shall be affirmed, the plaintiff shall not be barred after thirty days from filing a new
application, provided such new application is not otherwise barred or limited. The court shall-not in
any wise suspend the operation of any order of the commissloner during the pendency of the
action. Mere technical irregularities in the procedure of the commissioner shall be disregarded and
the burden shall rest on the plaintiff to prove his rights to a reversal of the order of the
commissioner. A devolutive appeal may be taken from the judgment of the district court on the
same terms and conditions as an appeal is taken in other civil actions.

P. Fees, In the event that any issue of securitles as defined in this Section is not registered for any
cause by the commissioner, the commissioner is hereby authorized to withhold from the application
fee the sum of twenty-five dollars to defray the expense actually and necessarily incurred by him
for salarles and expenses in carrying out the purposes of this Section.

In the event that the application of any dealer or salesman Is for any cause not approved by the
commissioner, the commissioner is hereby authorized to withhold from the application fee the sum
of ten dollars in the case of a dealer and the sum of two and 50/100 doflars In the case of a
salesman to defray the expenses actually necessarﬂy incurred by him for salaries and expenses in
carrying out the purpoms of this Sectlon

Q. Construction.

- Nothing in this Section shall be construed to relieve insurance companies from making reports now -
or hereafter required by jaw to be made to the commissioner, or to any other state department or
agency, or from paying the fees, taxes and charges now or hereafter to be paid by insurance
companles. This Section shall never be construed to repeal any law now in force regulating the -
organization of insurance companties in this state or the admission of any foreign insurance
company, but the provisions of this Section shall be additional to any provisions otherwise
regulating the business of insurance.
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TITLE 22 -- INSURANCE CODE ... Chapter 1. General Provisions .., Part XVII « A -~ MUTUAL INSURANCE HOLDING
COMPANIES . ’

R.S. 22:820
Corporate reorganization:

A domestic mutual insurance company, upen approval of the commissioner, may reorganize
by forming a mutual insurance holding company based upon a mutual plan or by merging its
_policyholders' membership interests into such a mutual insurance holding company, The
reorganized insurance company shall continue, without interruption, its corporate existence
as a stock insurance company subsidiary to the mutual insurance holding company or as a
stock insurance company subsidiary to an intermediate holding company which Is a :
subsidiary of the mutual insurance holding company. A reorganization under this Section is
subject to the provisions of R.S. 22:1001 et seq., the lnsurance Holding Cornpany System
Regulatory Law.

Note.—Pursuant to Acts 1997,No. 1482, s 2:

“The provisions of the Actshall not app!y to atly assoctation subject to R.S. 22:1661."
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R.S. 22:1001

“Insurance holding compan'y svstem regulatory law™

This Part shall be known and may be cited as the "Insurance Holding Company System
Regulatory Law."
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Lou isiana :
Insyrance Code

TITLE 22 -- INSURANCE CODE ... Chapter 1. General Provisions ... Part XXI - A -- INSURANCE HOLDING COMPANY
SYSTEM REGULATORY LAW )

R.S. 22:1002
Definitions

As used in this Part, the following terms shall have the respective meanings hereinafter set
forth, unless the context shali otherwlse require:

(1) "Affiliate" means a person who directly, or indirectly through one or more intermediaries,

controls, or is controlled by or is under common control with, the person specified.

(2) “Commissioner” shall mean the commissioner of insurance, or his deputy, or the |
Department of Insurance, as appropriate.

(3) "Control” means the possession, direct or indirect, of the power to direct or cause the
direction of the management and policies of a person, whether through the ownership of
voting securities, by contract other than a commercial contract for goods or nonmanagement
sarvices, or otherwise, unless the power Is the result of an official position with or corporate
office held by the person. Control shall be presumed to exist if any person, directly or
indirectly, owns, -controls, holds with the power to vote, or holds proxies representing ten
percent or more of the voting securities of any other person, This presumption may be
rebutted by a showing made in the manner provided by R.S. 22:1005(K) that contro! does
not exist in fact. The commissioner may determine, after furnishing all persons in interest
notice and opportunity to be heard and making specific findings of fact to support such. =
determination, that control exists in fact, notwithstanding the absence of a presumptlon to
that effect.
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(4) "Debt obligation”™ shall mean an obllgation to repay a certain sum of money pursuant to
speclflc conditions,

(5) “Insurance holding company system consists of two or more affiliated persons, one or
more of which is an insurer,

(6) "Insurer” shall have the same meaning as set forth in R.S. 22:5(2), except that it shall
not include agencles, authoritles, or instrumentallties of the United States, its possessions
and territories, the Commonwealth of Puerto Rico, the District of Columbia, or a state or
political subdivision of a state.

(7) "Person” means an individual, a corporation, a partnership, an association, a joint stock

company, a trust, an unincorporated organization, any similar entity, or any combination of

the foregoing acting in concert, but shall not Include any Joint venture partnership exclusively
- engaged in owning, managing, leasing, or developing real or tangible personai property.

-(8) "Securityholder” means one who owns any securlty of such person, including common
stock, preferred stock, debt obligations, and any other security convertible into or evidencing
the right to acquire any of the foregoing.

(9) "Subsidlary” means an affmate controlled by such person dlrectly or rndrrectly through
one or more-intermediaries.

(10) "Voting secunty -means any secunty convertible into or evrdencmg a right to acquire a
voting security.

- -|:---;‘::'.-'-.~_",‘ R d{ r-'h , i

£
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TITLE 22 -- INSURANCE CODE ... Chapter 1. General Provisions ... Part XXI - A -- INSURANCE HOLDING COMPANY
SYSTEM REGULATORY LAW - .

R.S. 22:1003
Acquisition of subsldlanes

A. Authorization, Any domestic insurer, as defined in R.S. 22:5(3), either by itself or in
cooperation with one or more persons, may organize or acquire one or more subsidiaries.
Such subsidiaries may conduct any kind of business or businesses, and their authority to do
s0 will not be limited by reason of the fact that they are subsidiaries of a domestic insurer.

B Addit[onal investment authority In addition to investments in common stock, preferred
stock, debt obligations, and securities permitted under all other Sections of th|s Code, a
domestic insurer may also:

- (1) Invest, in common stock, preferred stock, debt obiigatlons, and other securities of one or

- more subsidiaries, amounts which do not exceed, for such additional Investments, the lesser
of either ten percent of such insurer's assets or flfty percent of such Insurer's surplus as
regards policyholders, provided that after such Investments, the insurer’s surplus as regards
policyholders will be reasonable in relation to the insurer's outstanding liabllitles and
adequate to its financial needs. 1n calculating the amount of such Investments, investments
in domestic or foreign insurance subsidlaries shall be excluded, and there shall be included:

(a) Total net monies or other consideration expended and obligations assumed in the
acquisition or formation of a subsidlary, incduding all organizational expenses and -

contributions to capital and surplus of such subsidiary whether or not represented by the
purchase of capital stock or issuance of other securities, and
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(b) All amounts expended In acquiring additional common stock, preferred stock, debt
obligations, and other securities and atl contributions to the capital or surplus, of a subsidiary
subsequent to its acq_uisition or formation,

{2) Invest any amount in common stock, preferred stock, debt obligations, and other
securities of one or more subsidiaries engaged or organized to engage exclusively in the
ownership and management of assets authorized as Investments for the insurer, provided
that each subsidiary agrees to limit its investments In any asset so that such investments will
not cause the amount of the total investment of the insurer to exceed any of the investment
limitations specified in Subsection B(1) of this Section or any other limitations set forth in this
Code.applicable to the Insurer. For the purpose of this Section, the "total investment of the
insurer” shall incfude:

(a) Any direct investment by the insurer in an asset, and

(b) The insurer's proportionate share of any investment in an asset by any subsidiary of the
insurer, which shall be calculated by multiplying the amount of the subsldnary S mvestment
by the percentage of the ownership of such subsidiary.

(3) With the approval of the commissicner, invest any greater amount in common stock,
preferred stock, debt obligations, or other securities of one or more subsidiaries, provided
that after such investment the insurer's surplus as regards policyholders will be reasonable in
relation to the insurer's outstanding liabilities and adequate to its financial needs.

C. Exemption from Investment restrictions. Investments in common stock, preferred stock,
debt obligations, or other securities of subsidiaries made pursuant te Subsection B of this
Section shall not be subject to any of the otherwise applicable restrictions or prohibitions
contained in this Code applicable to such investments of insurers. !

D. Qualification of investment; when determined. Whether any investment pursuant to
Subsection B of this Section meets the applicable requirements thereof is to be determined
before such investment Is made, by calculating the applicable investment limitations as
though the investment had already been made, taking into account the then outstanding
principai balance on all previous investments In debt obligations, and the value of all previous 1
_ investments In equity securities as of the day they were made, net of any retum of capital
invested, not including dividends.

E. Cessation of controk. If an insurer ceases to controt a subsidiary, it shall dispose of any
investment therein made pursuant to this Section within three years from the time of the
cessation of control or within such further time as the commissioner may prescribe, unless,

.at any ttme after such investiment shall have been made, such Investment shall have met the -
requirements for investment under any other Section of this Code, and the insurer has
‘notified the commissioner thereof,

Subject 520 Acquisltlon of c0ntrol
Categories 540 - Securities
940 - Mode! Laws
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TITLE 22 -- INSURANCE COODE .., Chapter 1. Generai Provislons ... Pi:rt XXI - A - INSURANCE HOLDING COMPANY
SYSTEM REGULATORY LAW ’ .

R.S. 22:1004
Merger or acquisition of control with domestic insurer

A. Filing requirements. No person other than the issuer shall make a tender offer for or a
request or invitation for tenders of, or enter into any agreement to exchange securities or,
seek to acquire, or acquife, in the open market or otherwise, any voting security of a R
domestic insurer If, after the consummation thereof, such person would, directly or indirectly
{or by conversion or by exercise of any right to acquire) be in control of such insurer, and no
person shall enter into an agreement to merge with or otherwise to acquire control of a
domestic insurer or any person controlling a domestlc insurer unless, at the time any such
offer, request, or invitation is made or any such agreement is entered into, or prior to the
acquisition of such securities if no offer or agreement is involved, such person has filed with
the commissioner and has sent to such insurer, a statement containing the information
required by this Section, and such offer, request, invitation, agreement, or acqunsmon has
been approved by the commissioner in the manner herelnafter prescribed.

{1) For the purposes of this Section a "Domestic insurer” shall include any person Eqntrolling
a domestic insurer unless such person as determined by the commissioner is either directly ‘
or through its affiiiates primarily engaged in business other than the business of insurance.

(2) For purposes of this Séction, “Person” shall not inctude any securities broker holding, in

~ . the usual and customary brokers function, less than twenty percent of the voting securities of

an Insurance company or of any person which controls an insurance company.

B. Content of statement. Thé statement to be filed wifh' the commissioner hereunder shall be

'
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made under oath or affirmation and shall contain the following information:

(1) The name and address of each person by whom or on whose behalf the merger or other -
acquisition of control referred to in Subsection A of this Section is to be effected, hereinafter

called “acquiring party":

(a) If such person is an individual, his principal occupation and alt offices and positions held
during the past five years, and any conviction, of crimes other than minor traffic violations
during the past ten years. '

(b} If such person is not an individua!, a report of the nature of its business operations during
the past five years or for such lesser period as such person and any predecessors thereof
shall have been in existence! an informative description of the business intended to be done
by such person and such person's subsidiaries; and a list of all individuals who are or who

- have been selected to become directors or executive officers of such person, or who perform
or will perform functions appropriate to such positions. Such list shall include for each such
individual the information required by Subparagraph (1)(a} of this Subsection,

‘(2) The source, nature, and amount of the consideration used or to be used in "effecting the

merger or other acquisition of control, a description of any transaction wherein funds were or

are to be obtained for any such purpose, including any -pledge of the insurer's stock, or the
stock of any of its subsidlaries or controlling affiliates, and the identity of persons furnishing
such consideration, provided, however, that where a source of such consideration is a loan
made in the lender's ordinary course of business, the identity of the lender shall remain
confidential, if the person filing such statement so requests.

(3) Fully audited financial information as to the earnings and finandial condition of each
acquiring party for the preceding five fiscal years of each such acquiring party, or for such
lesser period as such acquiring party and any predecessors thereof shall have been required
by law to have such audited finandial information, and similar unaudited information as of a
date not earlier than ninety days prior to the filing of the statement. ’

. {4) Any plars or proposals which eacﬁ acquiring party may have to jiquidate Such insurer, to

sell its assets, or merge or consolidate it with any person, or to make any other material
change in its business or corporate structure or management,

(5) The number of shares of any security referred to in Subsection A of this Section which

" each acquiring party proposes to acquire, and the terms of the offer, request, invitation,
‘agreement, oF acquisition referred to in Subsecticn A of this Section, and a statement as to
the method by which the fairess of the proposal was. arrived at, :

(6) The amount of each class of any security referred to in Subsection A of this Section which
is' benefictally owned or concerning which there s a right to acquire beneficlal ownership by
each acqul_ring party. :

(7) A fult description of any contracts, arrangements, or. understandings with respect to any

security referred to In Subsection A of this Section in which any acquiring party is involved,

including but not limited to transfer of any of the securities, joint ventures, loan or option

arrangements, puts or calls, guarantees of loans, guarantees against loss or guarantees of

profits, division of losses or profits, or the giving or withholding of proxies. Such description

shall identify the persons with whom such contracts, arrangements, or understandings have
. been entered into. '
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{8) A description of the purchase of any securlty referred to in Subsection A of this Section
during the twelve calendar months preceding the filing of the statement, by any acquiring
party, including the dates of purchase, names of the purchasers, and consideration paid or
agreed to be paid therefor. .

(9) A description of any recommendations to purchase any securlty referred to in Subsection
A of this Section made during the twelve calendar months preceding the filing of the
statement, by any acquiring party, or by anyone based upon Interviews or at the suggestuon
of such acquiring party

(10) Copies of all tender offers for requests, or invitations for tenders of, exchange offers for,
and agreements to acquire or exchange any securities referred to in Subsection A of this
Section, and, if distrlbuted, of additional soticiting material relating thereto.

{11) The term of any agreement, contract, or understanding made with or proposed to be
made with any broker-dealer as to solicitation of securities referred to in Subsection A of this

" Section for tender, and the amount of any fees, commlsstons, or other compensat:on to be
paid to broker—dealers with regard thereto.

.(12) Such additional information as the commissioner may by rule or regulation prescribe as
necessary or appropriate for the protection of policyholders of the insurer or in the public
interest.

{13) If the person required to file the statemeént referred to in Subsection A of this Section is
a partnership, limited partnership, syndicate, or other group, the commissioner may require
that the information called for by Paragraphs {1) through (12} of this Subsection shall be
given with respect to each partner of such partnership or imited partnership, each member
of such syndicate or group, and each person who controls such-partner or member, If any -
such partner, member, or person is a corporation, or the person required to file the
statement referred to in Subsection A Is a corporation, the commissioner may require that
the information called for by Paragraphs (1) through {12} of this Subsection shail be given
with respect to such corporation, each officer, and director of such corporation, and each
person who is directly or indirectly the beneficial owner of more than ten percent of the
outstanding voting securities of such corporation. -

- {14) If any material changes occur in the facts set forth In the statement filed with the
.commissioner and sent to such insurer pursuant to this Section, an amendment setting forth
such change, together with copies of ali decuments and other material relevant te such
change, shall be flled with the cornmissioner and sent to such insurer within two business
days after the person learns of such change.

C. Alternative filing materials. If any offer, request, invitation, agreement, or acquisition

. referred to in Subsection A of this Sectien Is proposed to be made by means of a registration
statement under the Securities Act of 1933 or In circumstances requiring the disclosure of

similar information under the Securities Exchange Act of 1934, or under a state law requiring

simllar registration or disclosure, the person required to file the statement referred to in

Subsection A of this Section may utilize such documents in furnishing the information called

for by that statement.

D. Approvatl by commissioner; hearings. -

(1) The commissioner shall approve any merger or other acquisition of control referred to in
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subsection A of this Section unless, after a public hearing held pursuant to the provisions of
Part XXIX of Chapter 1 of Title 22 of the Louisiana Revised Statutes of 1850, he finds that: .

(a) After the change of control, the domestic insurer referred to in Subsection A of this
Sectlon would not be able to satisfy the requirements for the issuance of a license to write
the line or lines of insurance for which it is presently licensed,

(b) The effect of the merger or other acquisition of control would be to substantlally lessen
competition in insurance in this state or tend to create a monopoly therein,

(c) The financial condition of any acquiring party is such as might jeopardize the financial
stability of the insurer or prejudice the Interest of its policyhoiders.

(d) The plans or proposals which the acquiring party has to liquidate the insurer, sell its
assets, or consolidate or merge it with any person, or to make any other material change in
its business or corporate structure or management, are unfair and unreasonable to
policyholders of the fnsurer and not in the public Interest,

{e) The competence, experience, and integrity of those persons who would control the
operation of the insurer are such that It would not be In the interest of policyholders of the
insurer and of the public to permit the merger or other acquisition of control.

(f) The acquisition is likely to be hazardous or prejudiclal to the insurance-buying public. .

(2) The public hearing referred to in Paragraph D{1) of this Subsection shall be held within
"thirty days after the statement required by Subsection A of this Section is filed, and at least
. twenty days notice thereof shall be given by the commissioner to the person filing the
statement. Not less than seven days notice of such public hearing shall be given by the

person fiting the statement to the insurer and to such other persons as may be designated by
the commissioner. The commissioner shall make a determination within thirty days after the
conclusion of such hearing. At such hearing, the person filing the statement, the insurer, any
person to whom notice of hearing was sent, and any other person whose Interest may. be
affected thereby shall have the right to present evidence, examine and cross examine
witnesses, and offer oral and written arguments, and in connection therewith shali be entitled
to conduct discovery proceedings in the same manner as is presently allowed in the district
courts of this state. All discovery proceedings shall be concluded not later than three days
prior to the commencement of the public hearing.

(3) The commissioner may retain at the acquiring person's expense, such attorneys,
actuaries, accountants, and other experts not otherwise a part of the commissioner’s staff as
may be reasonably necessary to assist the commissioner in reviewing the proposed
acquisition of control. However, If these expenses exceed three thousand dollars, all work of
these experts is subject to review, and such experts must prepare a projection of the amount
of time and expenses necessary to complete the examination. If the projected amount of
time and expenses required to complete the examination appear excessive, the acqunring
person may request that a limit be placed on the expenses of the experts

E. Exemptions. The p‘rovisions of this Section shall not apply to any offer, request, invitation,
agreement, or acquisition which the commissioner by order shall exempt therefrom as:

{1} Not having been made or entered into for the purpose and not having the effect of
changing or influencing the control of a domestic insurer.

+
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{2) Not comprehended within the purposes of this Section.
F. Violations. The following shall be violations of this Section:

(1) The failure to file any statement, amendment, or other material required to be filed
pursuant to the provisions of Subsections A or B of this Section; or

E

(2) The effectuation or any attempt to effectuate an acquisition of control of, or'mérger with,
a domestic Insurer unless the commissioner has given his approval.

G. Jurisdiction; consent to service of process. The courts or this state are hereby vested with
jurisdiction over every person not resident, domiciled, or authorized to do business in this
‘state who files a statement with the commiissioner under this Section, and over all actions
involving such person arising out of violations of this Sectlon. Each such person shall be -
‘deemed to have performed acts equivatent to and constituting an appointment by such a
person of the commissioner to be his true and lawful attorney upon whom may be served all:
lawful process in any action, sult, or proceeding arising out of the violations of this Section.
Copies of all such lawful process shall be served on the commissioner and transmitted by

- registered or certified mail by the commissioner to such person at his iast known address. .
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TITLE 22 -- INSURANCE CODE ... Chapter 1. General Provisions ... Part XXI - A - INSURANCE HOLDING COMPANY
SYSTEM REGULATORY LAW .

R.S. 22:1004.1
Reorganization of mutual insurers

A. An Insurer seeking to reorganize unde‘r R.S. 22:820 shall submit a proposed plan of
reorganization to the commissloner. The plan shall indude the following:

(1) The establishment of a mutual insurance holding company with at least one stock

insurance company subsldiary, the majority of shares of which must be owned, elther directiy o
- or through an intermediate stock holding company, by the mutual insurance holding.

company. .

{2) A statement analyzing the benefits and risks attendant to the proposed reorganization
including the rattonale for the reorganization.

{3) A statement indicating how the reorgamzatlon will protect the immediate and Iong-term
Interests of pollcyholders. ’ :

{4) A statement providing for voting rights related to the corporate affairs of the mutual
insurance holding company for existing policyholders of the reorganized insurance cormpany
consistent with the voting rights of policyholders of mutual insurance companles as set forth
m this Title.

(5) A statement providing for voting rights of new pollcyholders‘of the reorganized insurance
company with respect to the corporate affairs of the mutual insurance holding company
consistent with the votlng nghts of pollcyholders of mutual Insurance companies as set forth
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in this Title.

(6) A statement of the number of members of the board of directors of the mutual Insijrance .
holding company, unless provided for in the articles of incorporatlon or bylaws, a majority of
whom must be policyholders of the reorganized insurance company.

(7) A copy of the articles of incorporation and bylaws of the mutual insurance holding
company, the reorganizing insurance company, and the intermediate holding company.

(8) The names, addresses, and biographical information of all corporate officers of the
proposed mutual insurance holding company and the members of its board of directors in a
format ordinarily required under this Part, '

(9) Information sufficient to demonstrate that the flnancial condition of the reorganizing
insurance company will not be diminished upon reorganization. ’

(10) A description of any plans for the initial sale of stock of the reorganizing insurance
company or the intermediate holding company.

(11) Any other information requested by the commissioner, in accordance with regulations
promulgated under the Administrative Procedure Act.

8. The commissioner, after a public hearing as provided in R.S. 22:1004(D), if satisfied that
the interests of the policyholders are properly protected and that the plan of reorganization Is
fair and equitable to the policyholders, shall approve the proposed plan of reorganization and
may require as a condition of approval such modifications of the proposed plan of
reorganization as the commissioner finds necessary for the protection of the policyholders'
interests. The commissioner may not approve a reorganization of an insurer pursuant to R.S.
22:820 unless, with respect to such reorganization, an opinion has been obtained from an
actuarial firm employing or associated with more than fifty actuaries who are members of the
"American Academy of Actuaries attesting that the reorganization of the insurer does not
unfairly enrich the officers and directors of the reorganizing insurer. The commissioner may
retain consultants as provided in R.S. 22:1004(D)(3). A reorganization pursuant to R.S.
22:820 is subject to the provisions of R.S. 22:1004(A), (8), and (C).

. C. The plan of reorganization shall be approved by a vote of two-thirds of the policyholders of
the domestic mutual insurance company entitied to vote on matters coming before corporate
meetings of the policyhoiders, present or represented by special bailot or special proxy, at a
meeting of the policyholders convened for that purpose, after at least thirty days written
notice to each policyholder at his last known address, or upon a greater percentage of vote
where required by the charter of the mutual insurance company.

D. All of the Initial shares of the capital stock of the reorganized insurance company shaill be
Issued to the mutual Insurance holding company or. to an intermediate holding company
which is a subsidiary of the mutual insurance holding company. Any merbership interests of
the policyholders of the reorganized insurance company shall become membership interests
in the mutual insurance holding company. Policyholders of the reorganized insurance
company shall be members of the mutual insurance holding company In accordance with the
articles of incorporation and bylaws of the mutual insurance holding company, which shall
provide that each policyholder of the reorganized insurance company shall be entitled to one
vote on matters coming before corporate meetings of the mutual insurance holding company,
subject to such reasonable minimum requirements as to duration of the policy and amount of
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insurance held as may be rﬁade in the mutual insurance holding company's charter or
bylaws. . : a . .

- Note.—Pursuant to Acts 19§7, No. '1482. s 2: .'The p;c'wlslons of this act shail not apply to any
association subject to R.S. 22:1661." ) .
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Insurance Code

TITLE 22 - INSURANCE CODE ... Chapter 1. General Provislons ... Part- XXI - A »- INSURANCE HOLDING COMPANY
SYSTEM REGULATORY LAW . : :

R.S. 22:1004.2
Incorporation of holding company

A. A mutual insurance holding-company or an Intermediate holding company resulting from
the reorganization of a domestic mutual insurance company under R.S. 22:820 shall be

. incorporated pursuant to Title 12 of the Louislana Revised Stattutes of 1950, the Louislana
Business Corporation Law, R.S. 12:1 through 178, and shall be subject to its provisions and
other provisions of Title 12 relative to business corporations, except that:

(1) The articles of incorporation and any amendments théretb shall be prepared in .
accordance with R.S. 22:32 or 38 and shall be subject to prior approval of the commissioner
in the same manner as those of a domestic Incorporated insurer.’

{2} The articles shall be recorded and ﬁled with the secretary of state In the same mannel_-las'-
the articles of a domestic incorporated insurer under R.5. 22:34.

B. The commissioner shall retain jurisdictlon over a mutual insurance holding company and
an intermediate holding company established pursuant to R.S, 22:820 to protect
policyholders’ interests, and the mutual insurance holding company shall be subject to the
requirements of this Part and the Insurance Holding Company System Regulatory Law, R.S.
22:1001 et seq., to the same extent as any domestic insurer,

C. Any investments of the mutual insurance holding c'ompany, other than its Investments in
the intermediate holding company or the insurance company reorganized under R.S, 22:820,
shall be subject to the limitations of Part XVI1I of this Chapter as if the mutual insurance -
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holding company were a domestic insurer. A mutual insurance holding company and an _
intermediate holding company organized under this Section shail be deemed an insurer that™
pays a license tax under Part XXIII of this Chapter for the purposes of R.S, 22:10689,

D. Notwithstanding anything in the Louisiana Business Corporation Law, R.S. 12:1 through

178, meetings of the mutual insurance holding company and the exercise of a member's

yoting rights shall be governed by R.S. 22:127 through 129 and a written proxy conferred .

upon another policyholder either prior to, contemporaneously with, or after a reorganization
~under R.S. 22:820 shall remain in force indefinitely until revoked by the member.

E. Neither the mutual. insurance hoiding company nor any intermediate hoiding company
shall hold a certificate of authority or engage in the business-of insurance.

Note.—See note following R.S. 22:1004.1.
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TITLE 22 -- INSURANCE CODE ... Chapter 1. General Provisions ... Part XXI - A -- INSURANCE HOLDING COMPANY
SYSTEM REGULATORY LAW : -

R.S. 22:1004.3
Reorganlzataon of forelgn mutual insurers

A. Subject to the prigr approval of the commtsslo:xer, and upon the approval of the
appropriate regulatory body in its domiciliary state either prior to or contingent upon the
approval of the commissioner, a forelgn mutual insurance cOmpany may reorganize by
merging its policyholders’ membership interests into a mutual insurance holding company
established pursuant to R.S. 22:820 and continuing the corporate existence of the
reorganizing foreign mutual insurance company as a foreign stock Insurance company
subsidlary ¢of the mutual insurance holding company.

B. The commissioner, after a public hearing as provided in R.S. 22:1004(D}, may approve
the proposed merger, The commissioner may retatn consultants.as provided in R.S.. 22:1004
(D)(3). A merger pursuant to this Section is subject to R.S, 22:1004(A), (B), and (C). The
regrganizing foreign mutual insurance_company may remain a foreign company or foreign

" ‘corporation after the merger and may be admitted to do business in this state.

C. A forelgn mutual Inf.urance,company which Is a party t0 the merger may at the same time
redomesticate in this state by complying with the applicable requirements of this state and
its state of domicile.

D. The provisions of R.S. 22:1004.1(D) shall apply to a merger authorized under this Section.

Note.—See note following R.S. 22:1004.1.
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TITLE 22 -- INSURANCE CODE ... Chapter 1, General Provisions ... Part XXI - A -- INSURANCE HOLDING COMPANY
SYSTEM REGULATORY LAW

R.S. 22:1004.4
Capltal stock of reorganized insurers

A. (1} A mutual Insurance holding cdmpany established pursuant to R.S. 22:820 Shall at all
times own a majority of the voting shares of the capital stock of insurance companies
reorganized under R.S, 22:820. )

(2) As used In this Section, "majority of the voting shares of the capital stock™ means shares
‘of the capltal stock of the reorganized insurance company which carry the right to cast a
majority of the votes entitled to be cast by all of the outstanding shares of the capital stock
of the reorganized insurance company for the election of directors and on all other matters
submitted to a2 vote of the shareholders of the reorganized insurance company.

(3) Ownership of a majority of the voting shares of the capital stock of the reorgamzed
insurance.company, which are required by this Section to be at all times owned by a parent
mutual insurance holding company, includes indirect ownership through an intermediate
helding company In a corporate structure approved by the commissioner. However, indirect
ownership through an intermediate hoiding company shall not result In the mutual insurance
holding company owning less than the equivalent of a majority of the voting shares of the
capital stock of the reorganized insurance company.

B. In addition to the limltatlons on dividends set forth in the Insurance Holding Company
System-Regulatory Law, R.S. 22:1001 et seq., any dividends paid by an insurance company
reorganized pursuant to R.S. 22:820 must be pand to the shareholders of record in an equal
amount with respect to each issued and outstanding share, regardless of the classes of stock
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issued by the insurance company.

€. The majority of the voting shares of the capital stock of an insurance company
reorganized under R.S. 22:820 shall not be conveyed, transferred, assigned, pledged,
subjected to a securlty Interest or lien, encumbered, or otherwise hypothecated or alienated
by the mutual insurance holding company or Intermediate holding company. Any
-conveyance, transfer, assignment, pledge; security Interest, lien, encumbrance, or
-hypothecation or alienation of, in or on the majority of the voting shares of the reorganized
insurance company which is required by this Section te be at all times owned by a mutual
insurance holding company, is In violation of this Section and shall be veoid in inverse
chronological order of the date of such conveyance, transfer, assignment, pledge, security
interest, lien, encumbrance, or hypothecation or alienation, as to the shares necessary to
constitute a majority of such voting shares. The majority of the voting shares of the capital
stock of the reorganized insurance company which is required by this Section to be at all
times owned by a mutual Insurance holding company shali not be subject to execution and
levy as provided in Book 1V, Executlon of Judgments, and Book V, Summary and Executory -
Proceedings, of the Louisiana Code of Civil Procedure

D. The shares of the capital stock of the surviving -or new company resulting from a merger
or consolidation of two or more reorganized insurance companies or two or more
intermediate holding companies which were subsidiaries of the same mutual insurance
holding company are subject to the same requirements, restrictions, and limitations as
provided in this Section to which the shares of the merging or consclidating reorganized
insurance companies or intermediate holding companies were subject by this Section prior to
the merger or consolidation. ’

Note.--sée note following R.5. 22:1004.1.

Index Votlng secur!tles
' Controlling Interests
Mutual insurance holding company systems
Dividends
Shareholders
Mergers and consolidations
Suwlvfng companles

Information o
: T
3 Type TEXT

. AddUserNolos | Finc More Like This B

20of3



ﬁhmm ég f’ﬁ"%ﬂ"' e 75 O s e

©2006, CCH INCORPORATED. All-Rights Resérved. 5* 1 Tenmis of Use I'Privacy Policy | Cantagt Us I:
A WoltersKluwer Company - T SR e

3of3




I Help ! Change Password Vinsurance.ceh.com | Order Preprinted Forms | Contact Us - 806,.4#1.15221

 NILS , | " |
INSource- | |

=D C.:'E) e ‘ ’ i e
in They m . TR Contents Al Q IRy
Doounent Bock Document . L Sowck T

m m ' Add User Notes Find More Like This

Louisiana -
Insurance Code

TITLE 22 -- INSURANCE CODE ... Chapter 1. General Provisions ... Part XXI - A -- INSURANCE HOLDING COMPANY
SYSTEM REGULATORY LAW : :

R.S. 22:1004.5
Delinquency proceeding involving holding company

A mutual Insurance holding company established pursuant to R.S, 22:820 is deemed to be an
insurer subject to Part XVI of Chapter 1 of this Title{Footnote 1} and shall automatically be a
party to any proceeding under that Part invelving an insurance company which, as a result of
a reorganization pursuant to R.S. 22:820, Is a subsidiary of the rmutual insurance holding
company or an Intermediate holding company. In any proceeding under Part XVI of Chapter 1
of this Title involving an insurance company reorganized under R.S. 22:820, the assets of the °
mutual insurance holding company are deemed to be assets of the estate of the reorganized '
insurance company for purposes of satisfying the claims of the rearganized insurance
company's policyholders, A mutual insurance holding company shall not dissolve or liquidate
without the approval of the commissioner or as ordered by the district court pursuant to Part
XVI of Chapter 1-of this Title, :

{Fdotnoue 1}R.5. 22:731 et seq.

Note.—See note following R.5, 22:1004.1.
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- Insurance_Code

TITLE 22 -- INSURANCE CODE ... Chapter 1, General Provistons ... Part XXI - A -- INSURANCE HOLDING COMPANY
SYSTEM REGULATORY LAW :

R.S. 2_2:1904.6
Membership in a mutual Insurance holding company

A membership interest in a domestic mutual insurance holding company established under
R.S. 22:820 shall not constitute a security as defined in Part X of Chapter 2 of Title 51 of the

Louisiana Rewsed Statutes of 1950, the Loulslana Securities Law.{Footnote 1}

{Footnote 1}R S.51:701 et seq.

Note.—See note foliowing R.S. 22:1004.1.
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TITLE 22 -- INSURANCE CODE ... Chapter 1. General Provislons ... Part XXI - A -- INSURANCE HOLDING COMPANY
SYSTEM REGULATORY LAW '

R.S. 22:1004.7
Stock sales

An.intermediate holding compeny established and an insurance company reorganized
pursuant to R.S. 22:820 may Issue stock to any persons legally permitted to own stock,
provided that the mutual insurance holding company at all times owns either directly or
Indirectly a majority of the voting shares of the capital stock of the reorganized insurance
company as required by R.S. 22:1004.4. Except with respect to stock issued directly or
indirectly for ownership by the Mutual Insurance Holding Company, the reorganized
insurance company or the intermediate holding company shall, prior to the initial issuance of
stock, obtain a fairness opinion with respect to the value of the stock to be issued from an
investment banking organization with experience and established credentlals in the
evaluation of insurance organizations. No solicitation for the sale of the stock of an insurance .
company reorganized under R.S. 22:820 or the intermediate holding company established
under R.S. 22:820 may be made except in accordance with the provisions of R.5, 22:76.

Notn;—See note following R.5, 22:1004.1,
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TITLE 22 -- INSURANCE CODE ... Chapter 1. Generat Provisions ... Part XXI - A -- INSURANCE HOLDING COMPANY
SYSTEM REGULATORY LAW . ’ . )

R.S. 22:1004.8

Notice requirements

'1f the mutual insurance company complies substantially and in good falth with the notice
requirements of R.S. 22:1004.1, the mutual insurance company's failure to give any

policyholder any required notice does not impair the validity of any action taken under R.S.
~22:820 or this Part. '

Note,—See note following R.S. 22:1004.1.
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TILE 22 — INSURANCE CODE ... Chapter 1. General Provisions ... Part XX - A -- INSURANCE HOLDING COMPANY
SYSTEM REGULATORY LAW st : ) .

R.S. 22:1005

Ragisfration of insurers

A. Reglstration.

(1) Every insurer which is authorlzed to do business in this state and which is a member of
an insurance holding company system shall register with the commilssioner, except a foreign .

insurer subject to registration requirements and standards adopted by statute or regulation
" in the jurisdiction of its domicile which are substantially similar to those contained In; -

(a) This Section.
{b) R.S. 22:1006(A), R.S. 22:1006(B).

(c) A provision such as the following: Each registered insurer shall keep current the
information required to be disclosed in its registration statement by reporting all material
changes or additions within fifteen days after the end of the month in which it ieams of each
such change or addition.

" (2)(a) Any insurer which Is subject to registration under this Section shall register within
ninety days after it becomes subfect to registration, and annually thereafter by April thirtieth
of each year for the previous calendar year, unless the commissioner for good cause shown
extends the time for registration, and then within such extended time.
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{b) The commissioner may require any insurer authorized to do business in the state which is
a member of a holding company system, and which is not subject to reglstrat:on under this’
Section, to furnish a copy of the registration statement, the summary specified in Subsection
C of this Section or other information filed by such insurance company with the insurance
regulatory authority of domicuhary jurisd|ctlon

8. Information and form required. Every-insurer subject to registration shall file the
registration statement on a form prescribed by the commissioner which shalf contain the
following current information: .

(1) The capitat structure, general financial condition, ownership, and management of the
insurer and any person c0ntrolling the insurer.

(2) The identity and relationship of every member of the insurance holding company system,

(3) The following agreements in force, and transactlons currently outstandmg or which have -
occurred during the last calendar year between such insurer and its affiliates:

(a) Loans, other investments, or purchases, sales, or exchanges. of securities of the affiliates
by the insurer or of the insurer by its affiliates.

{b) Purchases, sales, or exchange of assets.
(¢) Transactions not in the ordinary course of business.

(d) Guarantees or undertakings for the benefit of an affiliate which result in an actual
.contingent exposure of the insurer's assets to liability, other than Insurance contracts entered
into in the ordinary c’ourSe of the insurer's business.

(e) All management agreements, service cuntracts and all cost-sharing arrangements, other.
than cost allocation arrangements based upon generally accepted accounting prlnc:ples

{f) Reinsurance agreements_.-
(g) Dividends and other distributions to shareholders.
(h) Consolidated tax allocation agreements.

(4) Any pledge of the insurer's stock, including stock of any subsidiary or controlling affiliate,
for a Ioan made to any member of the holding company system.

C. Summary of registratio'n statement. All registration statements shall contain a summary
outlining alt items in-the current registratlon statement representing changes from the prior
registration statement.

D. Materiality. No Information need be disclosed on the registration statement filed pursuant
to Subsection B of this Section if such information Is not material for the purposes of this
Section. Unless the commissioner by nule, regulation, or order provides otherwise, sales,
purchases, exchanges, loans, or extensions of credit, investments, or guarantees involving
one-half of one percent or less of admitted assets of the insurer as of the thirty-first day of
December next preceding shall not be deemed material for purposes of this Section.
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E. Reporting of dividends to shafeholders.'Subject to R.S. 22:1006(B), each registered _
insurer shall report to the commissioner all dividends and other distributions to shareholders
within fifteen business days following the declaration thereof,

F. Information of insureérs. Any person within an insurance holding company system subject

' to registration shall be required to provide complete and accurate information to an insurer,
where such information is reasonably necessary to enable the insurer to comply with the
provisions of this Part. i "

G. Terminatlon of registration. The commissioner shall terminate the registratlon of any
insurer which demonstrates it no Ionger is a member of an insurance holding company
system, . '

H. Consolidated filing. The commissioner may require or allow two or more affiliated insurers
subject to registration hereunder to file a consolidated registration statement.

1. Alternative registration. The commissloner may allow an.insurer which is authorized to do
business in this state and which Is part of an insurance holding company system to register
on behalf of any affiliated insurer which is required to register under Subsection A of this
Section and to file all information and material required under this Section,

1. Exemptions

{1) The provisions of t'his Section sHalI not apply to any insurer, information, or fransaction if
and to the extent that the commissioner by rule, regulation, or order shall exempt the same
"from the provisions of this Section,

{2) Unless it appears in the discretlon of the commissioner that the condition of a small
company renders the continuance of its business hazardous to the public or its insureds, a
small company shall not be required to submit to the department a registration statement
required by this Section, but shall be considered a regastered insurer for the. purposes of the
following: . _

(a) Subsection E of this-Segtion,
(b} R.S. 22:1006(A), and
(¢} R.S. 22:1007,.

K. Disclaimer. Any person may file with the commissioner a disclaimer of affiliation with any
authorized Insurer, or such a disclaimer may be filed by such insurer or any member of an.
insurance holding company system. The disclaimer shall fully disclose all material
relationships and bases for affiliation between such person and such Insurer as well as the
_“basis for disclaiming such affiliation. After a disclaimer has been filed, the insurer shall be

relieved of any duty to register or report under this Section which may arise out of the
insurer's relationship with such person unless and unti! the commissioner disallows such a
disctaimer. The commissioner shall disallow such a disclaimer only after furnishing all parties
‘in interest with notice and opportunity to be heard and after making spedific findings of fact
to support such disallowance.

S

L. Violations. The faiture to file a registration statement or any summary of the registration
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statement required by this Section within the time specified for such filing shall be a violation

of this Section.

M. Incorporation by reference. (1) Any information contained in any financial statement, .
annual report, proxy statement, statement filed with a governmental authority, or any other
document may be incorporated by reference, provided the document is filed as an exhibit to
the registration statement. Any excerpt of a document may be filed as an exhibit if the
document is extensive. Any documents currently on file with the commissioner which were
filed within three years need not be attached as exhibits, but shall be referred to if not so
attached. All references to information contained in exhibits or in documents duly filed-shall
clearly identify the material and specifically indicate that the material is to be incorporated by
reference to the item. No materials shall be incorporated by reference in any instance that
the incorporation would render the statement incomplete, unclear, or confusing. :

(2) If a filing requires a summary or outline of the provisions of any document, only a brief
statement shall be made as to the pertinent provisions of the document. In addition to the
brief statement, the summary or outline may incorporate, by reference, particular parts of
any exhibit or document currently on fite with the commisstoner which was filed within three
years and may be included in its entirety by the reference. In any case where two or more
documents required to be filed as exhibits are substantially identica! in all material respects
except as to the parties, the dates of execution, or other details, a copy of one of the
documents shall be fited with a schedule identifying the omitted documents and setting forth
the material details In which such.documents differ from the documents filed. :

Cited By EAC BYJLII_QJ ],,AC 37.3;1[1 193 Lag Z,XIII 1_5, LAC 37,&[1[.1;12 .
LAC 37:XIIL109; LAC 37:XHL111; LAC 37:XIIL,113; LAC 37:X111.115;
LAC 37:XU1.117; LAC 37:X131L119; LAC 37:XI11,321; LAC 37:X111.123;
LAC 37:X111,125; LAC 37:X111,127; LtAC 37:X111.131; LAC 37;XI1].13 ;
Lé_.3.7_11u.37 . o . :
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: TITLE 22 -- INSURANCE CODE ... Chapter 1. General Provisions ... Part XX1 - A —- INSURANCE HOLDING COMPANY

SYSTEM REGULATORY LAW

T

R.S. 22:1006
Standards for transactions within a holding co;npany system
A. Transactionis within a holding company system. Transactlons within a hoiding company

system to which an insurer subject to registration s a party shall be subject to the following
standards:

(1) The terms shall be fair.and reasonable.

(2) Charges or fees for services performed shall be reasonable.

{3) Expenses incurred and payment received shall be allocated to the insurer in conformity
with customary insurance accounting practices consistently applied.

{4) The books, accounts, and records of each party to all such transactions shall be so
maintained as to clearly and accurately disclose the nature and details of the transactions,
including such accounting information as is necessary to support the reasonableness of the

" charges or fees to the respective parties.

A

(5) The Insurer'§ surplus as regards pollcyholders following any dividends or distributions to
shareholder affiliates shall be reasonable in refation to the insurer's outstanding liabilities and
adequate to its ﬁnancial needs, .

{6) The following transactlons, mvolvlng a domestic insurer and any person in its holdang
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company system, shail not be entered into unless the Insurer has notified the commissioner,
In writing, of its intention to enter into such transaction at least thirty days prior thereto, or.
such shorter period as the commissioner may permit, and the commissloner has not
disapproved the transaction within such period:

(a) Sales, purchases, exchanges, loans, or extensions of credit, guarantees, or. investments
provided such transactuons are equal to or exceed

(1) With respect to nonlife insurers, the lesser of three percent of the admitted assets of the
insurer or. twenty-five percent of surplus as regards policyholders; .

(i) With respect to life insurérs, three percent of the admitted assets of the insurer;

each as of the thirty-first day of December next preceding.

(b} Loans or extensions of credit to any person who is not an affiliate, where the insurer
makes such loans or extensions of credit with the agreement or understanding that the
proceeds of such transactions, in whole or in substantial part, are to be used to make loans
or extensions of credit to, to purchase assets of, or to make investments in, any affiliate of
the insurer making such Ioans or extensions of credit, provided such transactions are equal
to or exceed:

{1} With.respect to nonlife insurers, the lesser of three percent of the admitted assets of the
insurer or twenty-five percent of surplus as regards policyholders;

(i) With respect to life insurers, three percent of the admitted assets of the insurer;
each as of the thirty-first day of December next preceding.

(c) All reinsurance agreements, or meodifications thereto, in which the reinsurance premium,
or a change in the Habilities of the insurer, equals or exceeds five percent of the surptus of
the insurer as regards policyholders, as of the thirty-first day of December next preceding,
including those agreements which may require as consideration the transfer of assets from
an insurer to a nonaffillate, if an agreement or understanding exists between the insurer and
nonaffiliate that any portion of such assets will be transferred to one or more affillates of the
insurer,

(d) All management agreements, service contracts, and all costsharing arrangements, other
than cost-sharing arrangements based upon generally accepted accounting principles.

(e) Any material trané.actions, specified by regulation, which the cdrnmis_sioner determines
may adversely affect the interests of the policyholders of the insurer.

" (7) A domestic insurer shall not enter into transactions, which are part of a plan or serles of
similar transactions, with persons within the helding company system, if the purpose of the
separate transactions is the avoidance of the statutory threshold amount and thus avold the
review that would occur otherwise. If the commissioner determines that the separate
transactions were entered into over any twelve- month period for such purpose, he may
exercise his authority under R.S. 22:1011.

(8) The commissioner, in reviewing transactions pursuant to Paragraph (6) of this Subsection

I nfFS




shall consider whether the transactions cdmply with the standards set forth in Paragraphs (1)
through (5) of this Subsection and whether they may adversely affect the mterest of
policyholders,

(9) The commissioner shal! be notified, within thirty days, of any investment of the domestic
insurer in any one corporation if the total investment in such corporation by the insurance
‘holding company system exceeds ten percent of the voting securities of the corporation.

B. Diiridends and other distributions.

(1) No domestic insurer shali pay any extraordinary dwadend or make any other . '
extraordmary drstributlon to its sharehoiders untli ‘

{a) Thirty days after the comm!ssioner has received notice of the declaration thereof and has f
not within such period disapproved such payment,

{b) The oomrh_issioner shall have approved such payment within such thirty-day period. '

(2)(a) For purposes of this Section, until October 30, 1993, an extraordinary dividend or

distribution shall include any dividend or distribution of cash or other propesty, whose fair _
market value, together with that of other dividends or distributions rnade within the L
: precedmg twelve months, exceeds the greater of:

{i) Ten percent of the surplus of the tnsurer as regqrds policyholders as of the thirty-first day
of December next preceding; or _ .

(i) The net gain from operations of such insurer, if such insurer is a life Insurer, or the net
income, if such insurer is not a life insurer, not including realized capital gains, for the .
twelve-month period ending the thirty-first day of December next preceding, but shall not
-include pro rata distributions of any class of the insurer's own securities.

(b) In determinlng whether a dividend or distribution is extraordinary, an insurer, other than
*a life Insurer, may carry forward net income from the previous twe calendar years that has

not already been paid out as dividends. The carry forward sha!l be computed by taking the

net income from the second and third preceding calendar years, not induding realized capital

gains, less dividends paid in the second and immediate preceding calendar years. Effective

October 30, 1993, any extraordinary dividend or distribution shall include any dividend or .

distribution of cash or other property whose falr market value, together with that of other -
- dividends or distributions made within the precedlng twelve months, exceeds the lesser of (|)

or (ii) of Subparagraph (a).

(3) Notwithstanding any other provision of law, an insurer may declare an extraordinary
dividend or distribution which Is conditional upon the commissioner's approval thereof and
. such a declaration shall confer no rights upon shareholders untit:

(a) The commlssloner has approved the payment of such a dividend or distribution.

(b} The commlssloner has not dlsapproved such payment wuthin the thirty-day perlod
referred to above,

- C. Adequacy of surplus. For purposés of this Part, in determining whether an insurer's surplus .
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as regards policyholders is reasonable in relation to the insurer's outstanding liabilities and
adeguate to its financial needs, the following factors, among others, shall be considered:

{1) The size of the insurer as measured by its assets, capital and surplus, reserves, prem:um
writings, insurance In force, and other appropriate criteria.

{2) The extent to which the insurer's business is diversified among the several lines of
insurance.

(3) The number and size of risks lnéured 1r¥'each line of business. .

{4) The extent of the gecgraphical dispersion of thé insurer's jnsured risks.

(5) The natur;e and extent of the insurer’s reinsurance program.

(6) The quality, diversification, and liquidity of the Insurer’s investment portfolio.

{7) The recent past and projected future trend in the size of the Insurers mvestrnent
portfolio,

(8) The surplus as régards policyholders maintained by other comparable Insurers.
{9) The adequacy of the insu;er‘s'reserves.
(10) The quality and liquidity of investments in affiliates. The comrnlssmner may treat any

such investment as a disallowed asset for purposes of determining the adequacy of surplus
as regards policyholders whenever in his judgment such investment so warrants,
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JITLE 22 - INSURANCE CODE ... Chapter 1. General Provisions ... Part XXI - A -- INSURANCE HOLDING COMPANY
SYSTEM REGULATORY LAW

R.S. 22:1007
Examination of insurers

A. Power of commissioner. Subject to the limitation contamed In this Section and in addltlon
to the powers which the commissioner has under this Code relating to the examination of
insurers, the commissioner shall also have the power to order any insurer registered under
R.S. 22:10065 to produce such records, books, or other information papers in the possession
of the insurer or its affiliates as are reasonably necessary to ascertain the financial condition
of such insurer of to determine compliance with this Part, In the event such insurer fails to

. comply with such order, the commissioner shall have the power to examine such affiliates to
obtain such information.

B. Use of consultants. The commissioner may retain at the registered insurer's expense, such
attorneys, actuaries, accountants, and other experts not otherwise a part of the
commissioner's staff as shall be reasonably necessary to assist in the conduct of the
examination under Subsection A of this Sectlon. Any persons so retained shall be under the
direction and control of the commissioner and shall act in a purely advisory capacity.
However, If these expenses exceed three thousand dollars, all work of these experts is
subject.to review, and such experts must prepare a projection of the amount of time and
expenses necessary to complete the examination. If the projected amount of time and )
expenses required to complete the examination appear excessive, the registered insurer may
request a limit be placed on the expenses of the expert.

C. Expenses. Each registered insurer pro;!uclng for examlnatloh records, books, and pa.pers .
pursuant to Subsection A of this Section shall be flable for and shall pay the expense of such

1 nf?




examination in accordance with R.S. 22:1304 through 1306.
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Louisiana
Insurance Code

" TIVLE 22 -- INSURANCE CODE .., Chapter 1. General Provislons .., Part XXI - A -- INSURANCE HOLDING COMPANY

SYSTEM REGULATORY LAW
R.S, 22:1008
Confidentiality of information:

All information, documents and copies thereof obtained by or disclosed to the commissioner
or any other person in the course of an examination or investigation made pursuant to R.S.
22:1007, and ali information reported pursuant to R.S. 22:1004 through R.S, 22:1006, shall
be given confidentlal treatment, shall not be subject to subpoena, and shall not be made
public by the commissioner, the Natlonal Association of Insurance Commissioners, or any
other.person, except to insurance departments of other states,
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TITLE 22 -- INSURANCE CODE ... Chapter 1. Generaf Provistons ... Part XXI - A'— INSURANCE HOLDING COMPANY '
SYSTEM REGULATORY LAW , . P .

R.S. 22:1009

Commissioner's authorlty o ' ‘ oo
4+ .

The commissioner. may, ubon‘ notice and opportu'hity for afl interested persons to be heard,
issue such rules, regulations, and orders as shall be necessary to carry out the provisions of
this Part. .
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TITLE 22 -< INSURANCE CODE ... Chapter 1. General Provisions ... Part XX - A -~ INSURANCE HOLDING COMPANY
SYSTEM REGULATORY LAW

R.S. 22:1010
- Injunctlons, prohlbltlons and sequestratmn of voting securltles :

A. Injunctions, Whenever it appears to the commissioner that any-insurer or any dlrector
officer, employee, or agent thereof has committed or is about to commit a violation of this
Part or of any rule, regulation, or order issued by the commissioner hereunder, the
commissioner may apply to the Nineteenth Judicial District Court in and for the parish of East
Baton Rouge for an order enjolning such Insurer or such director, officer, employee, or agent
thereof from violating or continuing to violate this Part-or any such rule, regulation, or order,
and for such other equitable relief as the nature of the case and the Interest of the insurer's
policyholders, creditors, and shareholders, or the publlc may require,

B. Voting of securities; when prohibited.

(1) No security which Is the subject of any agreement or arrangement regarding acquisition,
or which Is acquired or to be acquired, in contravention of the provisions of this Part or of any
rule, regulation, or order issued by the commissioner hereunder shall be voted at any
shareholder's meeting, or shall be counted for quorum purposes, and any action of
shareholders requiring the affirmative vote of a percentage of shares may be taken as
though such securitles were not issued and outstanding, but no action taken at any such
meeting shall be invalidated by the voting of such securlties, unless the action would

. materlallv affect control of the insurer or unlss the courts of this state have $o0 ordered.

. (2) If an insurer or the commissioner has reason to belueve that any security of the insurer
has been or Is about to be acquired in contravention of the provisions of this Part-or of any
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rule, regulation, or order issued.by the commissioner hereunder, the insurer or the
commissloner may apply to the Nineteenth Judicial District Court in and for the parish of East
Baton Rouge to enjoin any offer, request, invitation, agreement, or acqulisition made in
contravention of any rule, regulation, or order issued by the commissioner thereunder to
enjoin the voting of any security so acquired, to avoid any vote of such security already cast
at any meeting of shareholders, and for such.other equitable relief as the nature of the case
and the interest of the insurer’'s policyholders, creditors, and shareholders or the public may
require.

C. Sequestration of voting securities. In any case where a person has acquired or is .
proposing to acquire any voting securities in violation of this Part or any rule, regulation, or
order issued by the commissioner hereunder, the Nineteenth Judicial District Court in and for
the parish of East Baton Rouge may, on such notice as the court deems appropriate, upon

the application of the insurer or the commissianer, seize or sequester any voting securities of
the insurer owned directly or indirectly by such person, and issue such order with respect
thereto as may be appropriate to effectuate the provisions of this Part.

D. Site of ownership. Notwlthstanding any other provisions of law, for the purposes of this
Part the sites of the ownership of the securities of domestic insurers shall be deemed to be in
this state.
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Louisiana.
Insurance Code

ITLE 22 — INSURANCE CODE ... Chapter 1. General Provisions ... Part XXT - A -» INSURANCE HOLDING COMPANY
SYSTEM REGULATORY LAW . '

R.S. 22:1011

Penalties for violations
A. Any insurer failing, without just cause, to file a registration statement as required In this
Part shall be required, after notice and hearing, to pay a penalty of one hundred dollars for
. each day's delay, to be recovered by the commissioner, and the penalty so recovered shall
be pald into the general revenue fund of this state. The maximum penalty under this Section
shall be ten thousand dollars, The commissioner may reduce the penalty if the insurer
demonstrates that the imposition of the penalty would constitute a financial hardship to the
-Insurer. ' ' . ‘ '

B. Every director or officer of an Insurance holding company system who knowingly viclates,
participates In, or assents to, or who knowingly permits any of the officers or agents of the
insurer to engage in transactions or make investments which have not been properly
reported or which violate this Part, shall pay, in their individual capacities, a civil forfeiture of
not more than one thousand dollars per violation, after notice and hearing before the
commissioner. In determining the amount of civil forfeiture, the commissioner shali take.into
account the appropriateness of the forfeiture with respect to the gravity of the violation, the
history of previous violations, and such other matters as justice may require.

. C. Whenever it appears to the commissioner that any insurer subject to this Part or any
director, officer, emptoyee, or agent thereof has engaged in any transaction or entered into a
contract which violates this Part, the commissioner may order the Insurer to cease and desist
immediately any further activity under that transaction or contract.”After notice and hearing,
the commissioner may also, order the insurer to vold any such contracts and restore the
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status quo if such action is in the best intérest_of the policyholders, creditors, or the public,

D. Any officer, director, or employee of an Insurance holding company system who willfulty
and knowingly subscribes to or makes or causes to be made any false statements or false
reports or false fiiings with the Intent to deceive the commissioner In the performance of his
duties under this Part, upon conviction thereof sha!l be imprisoned with or without hard labor
for not more than five years or fined not more than fifty thousand doliars or both. Any fines
imposed shall be paid by the officer, director, or employee in his individual capacity.
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